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EDITOE'S INTEODUCTION 

The following paper on the Regulation of Urban 
Utilities in Iowa is the result of a preliminary study, 
by Mr. E. H. Downey, in The History of Urban Utili- 
ties in Iowa which has been planned by The State 
Historical Society of Iowa as a part of a more 
comprehensive history of municipal government and 
administration in this State. Since the larger work 
will not be completed for some time it has seemed 
advisable to publish this preliminary study as a con- 
tribution to the Iowa Applied History Series at this 
time. The sources of information upon which the 
author has relied will be f oimd in the notes and refer- 
ences following the text. 

Benj. F. Shambaugh 

Office of the Superintendent and Editor 

The State Historical Society of Iowa 

Iowa City 1912 
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AUTHOR'S PBEFACE 

As the title clearly indicates, this paper on Regulation of 
Urban Utilities in Iowa professes to be no more than a 
preliminary study of a very large subject. Neither the 
time nor the means were available for an exhaustive 
investigation of the history of urban utilities in Iowa or 
for personal visits to all of the States operating under 
public utility commissions, A statement of the studies 
actually made by the writer will perhaps sufficiently in- 
dicate the scope and the limitations of this investigation. 
In the first place, the public utility statutes of seven- 
teen States were carefully analyzed and compared. 
Secondly, the actual working of this legislation was 
studied from the reports and decisions of the commis- 
sions of Massachusetts, New York, and Wisconsin, and 
from numerous articles in **The Quarterly Journal of 
Economics", **The Political Science Quarterly", **The 
American Political Science Review", **The Annals of 
the American Academy of Political and Social Science", 
** Municipal Affairs", **The American Municipal Re- 
view", **The Proceedings of the Conference for Good 
City Government", and various technical periodicals. 
Thirdly, the statutes, legislative documents, and court 
reports of Iowa were searched for public utility acts, 
bills, and decisions. Fourthly, questionnaires were sent 
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8 APPLIED HISTORY 

to the municipal officers of every Iowa city of five thou- 
sand or more inhabitants, and to the managers of twenty- 
five local utilities. Fifthly, correspondence and personal 
interviews were had with leading exponents of various 
shades of opinion. Sixthly, the writer visited the newly- 
created Public Utilities Commission of Ohio in the spring 
of 1912 and later spent a week in the offices of the Eail- 
road Commission of Wisconsin. 

Conclusions based upon studies such as the foregoing 
are necessarily tentative. Fortunately, however, there 
is a mass of recorded experience in urban utility control 
and a well-established body of expert opinion on the 
subject which are readily available and which are be- 
lieved to justify all the conclusions reached in this paper. 

The writer's thanks are due first of all to Professor 
Benj. F. Shambaugh, Superintendent of The State His- 
torical Society of Iowa, who has given close and constant 
supervision to this study, and to whose counsel it owes 
much of whatever merit it may possess. Commissioners 
Brickson and Eoemer, Dr. Margaret Schaffner, and 
Professor William Pence of the Eailroad Commission of 
Wisconsin gave generously of their time in explaining 
the work of the Commission. Mayor Hanna of Des 
Moines kindly detailed the interesting history of the 
public utility litigation of that city. Information was 
received from many other persons, but the list is too 
long to enumerate in this connection. 

E. H. Downey 

The University of Wisconsin 
Madison Wisconsin 



Digitized by 



Google 



. ^m m 



w^mmsmm 



CONTENTS 
I. The Need op Beoulatino Urban Utilities 

EXCESSIVE CHAROES .... 

OVERCAPITALIZATION 

INADEQUATE SERVICE 

DISCRIUINATION BETWEEN CONSUMERS 

II. The Failure op Local Regulation 

III. The Approprute Organ op State Regulation 

IV. Public Service Comuissions in the United States 



THE commissions .... 

utilities included .... 
povraBS and duties op the commissions 

inquisitorial POVfEBS 
PROVISIONS RELATIVE TO ACCOUNTS 
VALUATION OP PUBUC SERVICE PROPERTIES 
REGULATION OP CAPITALIZATION . 
MERGER OP PUBLIC SERVICE COMPANIES 
REGULATION OP RATES 
REGULATION OP SERVICE . 
SAPETT REGULATIONS ... 

REGULATION OP COMPETITION 
REVOCABLE PRANCHISES . 
MUNICIPAL PLANTS .... 
POVfEBS RESERVED TO MUNICIPAUTIES . " 
INITIATION OP PROCEEDINGS 
ENPORCEMENT OP COMMISSION'S ORDERS 
COURT REVIEW .... 

COMPARATIVE ESTIMATE . 
OPERATION OP THE PUBLIC UTILITT ACTS 



11 
20 
22 

26 

28 

39 

52 

58 
60 
65 
66 
66 
67 
68 
68 
69 
71 
73 
75 
76 
77 
78 
78 
80 
80 
81 
86 
87 

9 



Digitized by 



Google 



10 



APPLIED HISTORY 



V. Urban Utilitt Regulation in Iowa 

UBBAN UTILITY FRANCHISES 

POLICE ORDINANCES . 

MUNICIPAL OPERATION 

CRITICISM OF THE PRESENT SYSTEM 

FAILURE TO REGULATE 

FAULTY RATE SCHEDULES 

RATES OF URBAN UTILITIES 

LITIGATION OVER RATES 

MUNICIPAL ACCOUNTS 

ATTEMPTS TO CREATE A PUBLIC SERVICE COMMISSION 

VI. Suggestions for Effective Utiuty Regulation 

THE PUBLIC service COMMISSION 
UTILITIBS n^CLUDED . 
INQUISITORIAL POWERS 
VALUATION OF UTILITY PROPERTIES 
UNIFORM ACCOUNTS . 
RATES FOR SERVICES . 
STANDARDS OF SERVICE 
STOCKS AND BONDS . 
MERGERS OF PUBLIC UTILITIES . 
REGULATION OP COMPETITION 
PUBLIC UTILITY FRANCHISES 
MUNICIPAL PLANTS . 
POWERS OF MUNICIPALITIES 
COURT REVIEW 

support of the commission 
Notes and References 



101 
101 
103 
104 
105 
106 
107 
109 
109 
112 
115 

122 
122 
123 
125 
125 
126 
127 
127 
128 
130 
132 
133 
135 
138 
139 
143 
149 



Digitized by 



Google 



wm 



THE NEED OF EEGULATING UEBAN UTILITIES 

Among the problems presented by the urbanization of 
modern life few are more urgent, or more difficult, than 
the social control of public service industries. Water 
supply, local transportation, telephones, gas, and elec- 
tricity have become necessities of life wherever civilized 
men congregate in considerable numbers. These par- 
ticular services, moreover, possess two special character- 
istics which set them apart from others that are no less 
indispensable. The public service industries, commonly 
so-called, partake largely of a commercial character 
and they inevitably tend to monopoly. By reason of the 
first-mentioned feature these industries do not readily 
lend themselves to public undertaking; and because of the 
second they can not safely be left to unregulated private 
enterprise. 

The services usually classed as public utilities are 
coromercial in that their supply to private citizens an- 
swers an individual rather than a collective need.^ In this 
respect the quasi-public services are clearly distinguish- 
able from those protective and developmental functions 
which every civilized government performs as a matter 
of course. Police protection, military defense, and the 
administration of justice are provided by the state be- 
cause they are essential to the existence of organized 
society. Education is made free and compulsory because 
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12 APPLIED HISTORY 

the comnmnity can not safely allow its children to grow 
up in ignorance. Bnt there are no such cogent reasons 
for the gratuitous supply or compulsory use of street 
railways or electric lights. Current opinion holds that 
these and like conveniences can not justly be provided 
from the public revenue, but that they ought rather to be 
paid for by the users thereof. Being of this commercial 
character such services may be furnished by the com- 
munity in its corporate capacity or they may be commit- 
ted to private enterprise as may be most convenient in 
any given case. 

The plan of the present paper does not require a 
consideration of municipal versus private ownership and 
operation of public service industries. Nor is any pre- 
sumption implied for or against either of these policies.^ 
It is, however, pertinent to note the special difficulties 
which beset municipal undertakings in this field. 

In a city of any magnitude the public service in- 
dustries are large commercial enterprises, involving 
heavy initial investment, large outlays for upkeep and 
operation, huge purchases of labor and supplies, and 
much acumen in acquiring business. For, though mo- 
nopolies, their market is not automatic. The telephone 
habit requires cultivation. The public must be taught to 
use gas for heat and electricity for cooking. Amusement 
parks and residence suburbs must be developed as feed- 
ers for the traction system. Business firms must be 
induced to buy light, water, and power which they might 
produce for themselves. Unless wide consumption is in 
this way secured, the economies of large-scale operation 
can not be realized. Thus, as concerns production and 
sale, the problems of public utility management are not 
different in kind, though they may differ in degree, from 
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URBAN UTILITIES IN IOWA 13 

those which confront the manufacturer of, say, a patent- 
ed article. 

To the business problems of local utility operation 
remain to be added those of a technical character. With 
the exception of sewer and water systems, all the in- 
dustries in question are of recent origin and, consequent- 
ly, subject to rapid change. Within a generation horses 
have given way to cables, and these in turn to electricity, 
as the motive power of street railways. Within a decade 
** central energy" has displaced the dry-battery tele- 
phone; the ^* flash-light" has supplanted the **drop" 
switch board; and now the ** automatic" threatens to 
supersede the costly central exchange. In electric gen- 
eration and transmission the rate of obsolescence is so 
rapid that the inventor ^s triumphs of ten years ago are 
now museum exhibits. No businesses, probably, are 
more immediately or more profoundly affected by the 
progress of invention. None call for greater alertness 
or greater coura^^e in discarding antiquated equipment. 

It must be conceded, therefore, that the management 
of local utilities calls for business and technical abilities 
of a high order. Unless the city can secure intelligence 
and continuity in supervision, expert service in the en- 
gineering, accounting, and sales departments, and admin- 
istration throughout with an eye single to economy and 
efficiency, its success in this line is not likely to be 
notable.^ Few American communities are able to meet 
these requirements. The manager of a public plant is 
seldom selected for fitness solely; and still more rarely 
is he given a free hand. Political appointments, padded 
pay rolls, purchases from aldermanic favorites, and 
peculation in many forms have all too frequently marked 
the municipal conduct of commercial enterprises.^ Mis- 
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14 APPLIED HISTORY 

management, if not actual corruption, has brought to 
grief most large undertakings of this character in the 
United States.^ 

The disheartening failure of some important experi- 
ments has united with the inherent difficulties of such 
undertakings to hinder the municipalization of industrial 
utilities in this country. In 1899 no American city owned 
a telephone system, and but one operated a street rail- 
way. Only 193 cities of 3000 or more inhabitants pos- 
sessed municipal electric plants, whereas 1190 were 
served by private concerns. Public undertakings sup- 
plied gas to 20 such cities, private enterprise served 956. 
Moreover, such municipal operation as existed in these 
industries was confined almost entirely to the smaller 
places. But four electric and three gas systems were 
conducted by cities of more than 30,000 population.® 

The exceptions to the rule of private operation are 
water and sewer systems. These undertakings demand 
less of technical expertness and business judgment than 
most public utilities, and the physical operations con- 
cerned are relatively simple. The plant is comparatively 
very durable, and the rate of obsolescence exceptionally 
low. At the same time these services have long been 
recognized as appropriate governmental functions. An 
abundant supply of pure water very vitally concerns the 
public health. Sewage removal must be compulsory ; and 
for that very reason it ought to be free, in the interest of 
public sanitation. There is, accordingly, a strong tend- 
ency toward the taking over of these utilities by city 
governments. Out of 1087 sewer systems reported by 
American cities in 1899 but 42 were in private hands, and 
of 1427 urban water works 766 were municipal enter- 
prises.*^ 
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URBAN UTILITIES IN IOWA 15 

It is probable that municipalization of qnasi-pnblic 
utilities has made some progress in the United States 
since the last year for which reliable data is available. 
Nevertheless, the more costly and complex utilities al- 
most universally remain private enterprises. Moreover, 
this condition bids fair to continue for years to come. 
Neither in the present nor in the immediate future is 
social control of these industries likely to be secured 
through public ownership and operation. 

On the other hand, competition can not be relied on 
as a regulator of urban utilities. The physical limita- 
tions under which these businesses are carried on, the 
exceptional economies of unified Operation, and the 
peculiarly disastrous effects of competition therein are 
such as to make monopoly well-nigh unavoidable. That 
quasi-public services are thus '^ naturally'' monopolistic 
is something of an economic commonplace.® Inasmuch, 
however, as this fact has hitherto not been squarely 
faced by the people of Iowa, it seems worth while to 
make a more detailed examination than would otherwise 
be justifiable of the conditions which make for monopoly 
in this field. 

In the first place, the necessity of permanent struc- 
tures in, or under, the public highways imposes an 
insuperable obstacle to *'free competition'' in urban 
utilities. Obviously it is out of the question to operate 
rival surface railways upon the same street. Nor can 
the city permit an indefinite number of private corpora- 
tions to tear up pavements at their own convenience for 
the installation and repair of pipes and conduits. Paral- 
lel lines on separate streets are, to be sure, physically 
possible — but division of territory is not competition. 
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Such partial overlapping of each other's area is the 
utmost that can ordinarily be expected from competing 
public service companies. 

In the second place, were unlimited replication of 
plant practicable the sheer economic wastefulness of such 
a proceeding is prohibitive. Dual telephone service re- 
quires twice the number of instruments, wires, poles, and 
central stations that would be needed for the same num- 
ber of connections on a single system. Two gas com- 
panies in the same territory mean two sets of mains and 
service pipes where one would answer every useful pur- 
pose. Doubtless waste of a similar kind occurs in all 
competitive businesses. But in public service industries 
the evil is immensely aggravated by two circumstances 
not encountered in ordinary businesses : first, each com- 
petitor is obliged to provide a distributing system suf- 
ficient for the entire demand of the territory served; 
and second, the cost of such a system is enormous. 

Even where the rival concerns serve different patrons 
in distinct areas, thus avoiding physical duplication (and, 
incidentally, competition as well) there remain large 
sources of waste in the mere division of operations. 
Assuming the same aggregate of business, the expenses 
of management, engineering, experimentation, and ad- 
vertising are far greater for several companies than for 
one. The purely industrial costs, per unit of product or 
service, are likewise greater for a small than for a large 
producer. Indeed, the unification even of complementary 
utilities is usually advantageous. The consolidation of a 
street railway and an electric light and power company, 
for example, not only affects a saving in overhead 
charges, but makes possible a better utilization of equip- 
ment. For, if the concerns are separately operated, 
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URBAN UTILITIES IN IOWA 17 

each must stand ready to supply the maximum demand 
of its patrons. Since, however, the two ** peaks'* do not 
coincide, a smaller aggregate plant, operated as a unit, 
will meet the composite demand. 

Throughout the field of public utilities, therefore, 
combination is economical, and competition wasteful. If 
any community insists upon multiple service, either in- 
vestors must forego the accustomed return on capital, or 
consumers must pay for needless plant and equipment, 
needless managers and experts, and needlessly un- 
economic operation. 

Finally, competition, when it does occur between 
public service companies, is apt to be of the cut-throat 
variety. The advantages of unification being so over- 
whelming, each competitor strives to drive out or absorb 
the others so as to have the whole field to itself. More- 
over, as already explained, each company must have a 
capacity, at least as regards its distributing system, 
substantially equal to the aggregate demand upon all the 
companies. Since interest charges upon this excess 
plant must be met in any case, additional business adds 
less than proportionately to operating expenses. Hence 
the scramble for sales and the acceptance of new business 
at low rates. The temptation to price reduction arising 
from these two causes is fairly irresistible. 

The consumers* paradise thus inaugurated seldom 
lasts long. A period of price cutting and plant duplica- 
tion is wont to be followed by consolidation, liberal stock 
watering, and rates so high as not only to recoup the 
losses of former years but to pay dividends on a mass of 
hydraulic capitalization.® Not infrequently, indeed, the 
aftermath of irrigated securities and excessive charges 
is inflicted on the public without the antecedent era of 
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low prices. For eompetition is not always undertaken in 
good faith. Many a franchise is secured solely with a 
view to ** sandbagging'^ some prosperous corporation, 
and for this purpose the mere power to compete often 
suffices.^^ Whether bogus or bona fide, however, the final 
result of competition in public utilities is always the 
same : the last state of the community which so seeks to 
cast out monopoly is worse than its first.^^ 

The point may perhaps be made clearer by concrete 
illustration. La Crosse, Wisconsin, had a single gas 
lighting system from 1856 to 1881, when a Brush electric 
plant was erected. Six years later an Edison company 
was chartered. The three concerns were operated in- 
dependently for a time, but were united by a *' community 
of interests'' after 1897, and at length, in 1901, were 
merged in the La Crosse Gas and Electric Company. 
Alarmed by the threatened cessation of competition, a 
group of local business men forthwith organized a third 
company and inaugurated a campaign of price cutting. 
The losses of the first year brought the citizens' enter- 
prise to grief, and its plant was leased to its stronger 
rival. Still undismayed, public spirited residents incor- 
porated the Wisconsin Light and Power Company, sank 
$350,000 in another superfluous plant and ended by sell- 
ing out to the La Cross Gas and Electric Company. The 
net results of this super-abundant competition are: (1) 
a complete lighting monopoly; (2) four disjointed gen- 
erating plants, so badly located and ill-equipped that 
substantially all of the current used is bought from an 
outside company; (3) an incumbrance of $1,732,000 upon 
property that could be duplicated for $700,000 and is 
worth still less as a going concern; and (4) poor service 
at high rates which yield inadequate returns to the in- 
vestors.^^ 
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To cite an instance on a much larger scale, the good 
people of Boston, some thirty years ago, resolved to 
secure cheaper gas by means of competitive bidding. In 
furtherance of this laudable design, they welcomed to 
their midst one J. Edward Addicks, him who afterward 
so persistently aspired to a seat in the United States 
Senate. Mr. Addicks incorporated himself as the Bay 
State Gas Company (of Delaware) and also as the Bea- 
con Construction Company (of Pennsylvania), had the 
gas company pay the construction company, in cash and 
notes, $5,000,000 for a plant worth $700,000, sold enough 
construction company stock to replace his actual outlay 
without endangering his control of the properties, and 
then proceeded — not, as the confiding public had ex- 
pected, to supply the city with water gas — but to absorb 
the existing coal gas companies on terms highly advan- 
tageous to himself. ^^ A subsequent attempt at competi- 
tion, backed by the eminent financiers of the Standard 
Oil Company, ended in a similar fiasco — the acquisition 
of operating companies by a holding corporation and a 
plentiful issue of baseless securities.^* 

These experiences are typical. Nearly every large 
city in the country has, at one time or another, made 
costly experiments with competition in the supply of 
public services. ^^ No such attempt has succeeded hither- 
to nor is there much prospect of future success in this 
line of endeavor. 

But if competition is impracticable, unregulated mo- 
nopoly is not to be thought of. As waste is the outstand- 
ing characteristic of competition in the public utility 
field, so extortionate prices, excessive capitalization, in- 
adequate service, and discrimination as between con- 
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sumers are the fruits of unrestrained monopoly. These 
evils are too well known to require detailed exposition. 
Yet, since it is just these abuses that have made govern- 
mental regulation of municipal monopolies necessary, 
and since it is by its success or failure in coping there- 
with that any regulative system is primarily to be judged, 
a brief inquiry into the nature and causes of these mal- 
practices will here be undertaken. 

EXCESSIVE CHABGES 

Little need be said of the danger of extortionate 
charges. Public utility corporations control necessities 
for which there are no convenient substitutes and the 
price of which is limited only by what the public will pay 
rather than go without. To be sure, the monopolist's 
power of extortion is not without limit, even in the ab- 
sence of public regulation. Customary price, as in the 
case of street car fares, the fear of attracting competitors 
or exciting popular wrath, and especially the increased 
consumption that follows every reduction of price, all 
serve to keep rates below a certain level of unreasonable- 
ness.^* None the less, municipal monopolies commonly 
do exact a far higher return for the outlays incurred by 
them than can ordinarily be secured in competitive busi- 
nesses.^*^ It is this ability to levy toll upon the public, 
over and above the cost of service performed, that alone 
creates ^'franchise value '^ How much this tax annually 
amounts to can not be definitely stated for the whole 
United States. Some idea may, however, be gathered 
from the fact that in 1905 the public franchises of New 
York City alone were capitalized at $450,000,000^8— a 
simi equivalent to a yearly tax of five dollars on each 
person in the metropolitan district. On the same basis 
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the franchise values of Greater New York should now 
total $600,000,000. For, in the absence of effective legal 
restraint, monopoly privileges grow in value with the 
city's growth in wealth and population. Every addi- 
tional inhabitant becomes a prospective patron, and a 
potential victim, of the public service corporations. 

If the piling up of fortunes at the community's ex- 
pense were the only ill effect of the private exploitation 
of public utilities, the matter would be serious enough. 
But that is not the sole, nor the principal, consequence of 
exorbitant rates for public services. Such services enter 
largely and increasingly into the expenditures of every 
urban household. In 1910 the people of Greater New 
York paid $28.35 per capita, or about $140 per family, for 
light and local transportation alone.^® Taking all utili- 
ties together, and having regard to the higher price of 
gas and electricity, it is probable that the people of Des 
Moines pay even more to their public service companies. 
Obviously, therefore, the price of public utilities is an 
important factor in the cost of living and thereby also in 
the standard of comfort among the masses. Excessive 
charges for water, gas, and transportation not only cause 
curtailment of expenditures in other directions, but lead 
to want of cleanliness, injurious economy in lighting and 
cookery, and congestion of population near places of 
employment.2^ Against such results the self-interest of 
a private monopoly affords no sufficient safeguard. Not 
infrequently, indeed, a public service corporation has ex- 
acted rates so high as to curtail its own profits by pre- 
venting a normal development of its business.^^ So 
unenlightened a policy is no doubt exceptional, but it 
remains true that the prices charged by a private monop- 
olist, if left to his own devices, are almost invariably 
higher than is compatible with the public welfare. 
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OVBBOAPITALIZATION 

Overcapitalization^^ is at once an effect and a con- 
tributing cause of excessive rates. On the one hand, 
stock watering serves to conceal unusual profits both 
from the public and from possible competitors; on the 
other hand, it may have the effect of entrenching ex- 
tortion behind a barrier of vested interests. It has been 
plausibly argued, indeed, that capitalization can have no 
such influence on rates as is here contended.^^ For, it is 
said, the completest monopoly can charge no more than 
'*the traffic will bear'' and the volume of securities issued 
can affect neither the ability nor the desire to exact the 
uttermost farthing. In this view, the effective capitali- 
zation of a corporation depends upon earnings, not vice 
versa, and the nominal (par) value of the stocks and 
bonds outstanding is of no public concern. But this 
argument overlooks certain important factors that go to 
determine how much the traffic will bear. A company 
which pays five per cent on $5,000,000 of bonds and 
twenty per cent on $3,000,000 of stocks, advertises its 
prosperity to the world and invites attack from the city 
government, whereas the same earnings judiciously dis- 
tributed over twice the aggregate of securities may 
plausibly be represented as no more than ^'a reasonable 
return on capital invested''. Further, capitalized ex- 
tortion, in the way of ' 'franchise value" and the like, 
once in the hands of 'innocent purchasers", may be- 
come property on which the holders are entitled to a 
reasonable return within the protection of the State and 
Federal Constitutions.^* '* Confiscatory rates" in court 
decisions have often meant rates insufficient to pay divi- 
dends on stocks that represent no tangible investment.^^ 
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That the above reasoning is not simply academic is 
sufficiently witnessed by experience. The people of De- 
troit were compelled to allow $8,500,000 franchise value 
to a street railway whose tangible assets were but 
$8,000,000.2« Greater New York is paying dividends on 
$125,000,000 of water in surface traction lines alone.^^ 
The right of the New York Consolidated Gas Company to 
a return upon the capitalized value of its franchise was 
sustained by the Supreme Court of the United States.^* 
The Chicago traction settlement provided for iQterest on 
$40,000,000 of bonds representing equipment that had 
gone to the junk heap.^® 

Not only as consumers, but also as investors, the pub- 
lic are injuriously affected by stock watering. Municipal 
utility securities are largely held by persons of moderate 
means and ought to be free from speculative elements. 
The industrial risks of a municipal monopoly in a city 
of any size are almost nil. The market is secure and 
fairly efficient management in the interests of the cor- 
porate owners can hardly fail of financial success. If, 
notwithstanding these advantages, public service stocks, 
and even bonds, are frequently unsound, the fault lies 
mainly with overcapitalization. 

Urban utilities have been a favorite field of the pro- 
fessional promoter, and capital inflation has been the 
chief means employed by him to gather in his harvest. 
In some industries, no doubt, the promoter does valuable 
work in the organization and financing of new companies. 
But his usefulness in the field of urban utilities is very 
limited. Speculative enterprises are not wanted here, 
and sound projects are financed with relative ease. 
Typically and in the main the urban utility promoter has 
little part in the actual development or operation of the 
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industries he organizes : Ms first and last concern is the 
manufacture and sale of securities.^ To provide his 
profits there must be a somewhat wide discrepancy be- 
tween the market value of the securities sold and the cost 
of the property on which they are based. In a * Agoing 
concern'* this excess may represent the surplus earnings 
of monopoly. But time is required to develop the busi- 
ness and realize the earnings, whereas the promoter 
desires before all things a quick return. His work is 
done at the inception, re-organization, or consolidation 
of enterprises. The margin between tangible assets and 
the par value of the stocks and bonds marketed by him 
represents, not demonstrated earning capacity, but the 
roseate hopes of speculators and the golden promises of 
prospectuses.^^ The promoter unloads his securities 
upon the unwary and leaves his victims to recoup them- 
selves as best they may at the expense of customers. If 
they fail of their expectations — why, ** there's many a 
slip 'twixt the cup and the lip.'' 

The extent to which American municipal utilities are 
overcapitalized is indicated by the following table : 

TABLE I 
Capitalization per Mile of Track in 1899^2 

London street railways $ 79,632 

New York street railways 201,381 

Berlin street railways 74,708 

Chicago street railways 118,334 

Liverpool street railways 94,494 

Philadelphia street railways 265,510 

Glasgow street railways •. 54,866 

St. Louis street railways 306,644 

Massachusetts street railways (1898) 46,600 

New York State street railways (1898) 177,800 
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Pennsylvania street railways (1898) 128,200 

. Great Britain street railways (1898) 47,000 

United States street railways (1898) 94,100 

A glance at the above table shows that capitalization 
bears no relation to physical property. The street rail- 
ways of Massachusetts are superior to those of the 
United States at large in point of construction and equip- 
ment,^^ while the Philadelphia^^ and St. Louis systems 
are notoriously among the worst in the country. Nor 
can it be supposed that the surface lines of New York 
and Chicago, at a time when their respective plants 
urgently needed rehabilitation,^' were more than twice as 
valuable as the tramways of London and Berlin. 

The systematic discrepancy between capital and in- 
vestment appears all the more clearly from a study of 
particular cases. Perhaps as good an instance as any is 
afforded by the successive reorganizations of the surface 
lines of New York City. Between 1886 and 1896 not more 
than $5,000,000 was spent on construction and better- 
ments, while the indebtedness grew from $35,486,923 to 
$76,266,810. During the next decade about $35,000,000 
was put into improvements, and the liabilities rose to 
$234,342,823. In other words, rather more than $150,- 
000,000 of water had been added by the Eyan-Whitney- 
Widener interests to rather less than $75,000,000 of 
assets.^® Messrs. Yerkes, Widener, and Elkins similarly 
irrigated the Chicago street railways to the extent of 
$75,000,000.^^ Lest it be thought that traction companies 
enjoy a monopoly of stock watering, the exploits of Ad- 
dicks, Whitney, and others in the field of artificial gas 
may be called to mind. Philadelphia, New York, and 
Chicago, as well as many smaller cities (including Des 
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Moines, Iowa) have profited by the financial pioneering 
of these gentlemen, but their achievments in staid old 
Boston may be taken as typical of the rest. Thanks to a 
succession of holding companies, leasings, and inter- 
contracts, the gas companies of the Hub were, in 1899, 
capitalized at $160,000,000 — being seventeen times the 
value of the property used and useful for the public ser- 
vice.^® Coming nearer home, the Cedar Rapids Gas 
Light Company built its plant from the proceeds of 
bonds and issued $150,000 of stock against a twenty-year 
franchise.^® 

Instances might easily be multiplied,^^ but the fore- 
going will suffice. Stock watering, in the sense of an 
excess of capital over tangible property, is fairly char- 
acteristic of public service companies. In an up-to-date 
corporation, the tangible assets are covered by mortgage 
bonds, the margin over this amount which the fairly ex- 
pectable earnings will justify is represented by preferred 
stock while the common stock, at the inception of the 
enterprise, stands only for the future growth of the com- 
pany's business.*^ 

INADEQUATE SEEVICE 

Inadequate service is, to some extent, the deliberate 
business policy of municipal monopolies. This thought 
is excellently expressed by the famous saying attributed 
to Mr. Charles F. Yerkes: ''The dividends are in the 
straps". A crowded car costs little more to operate than 
an empty one. Hence the more passengers per trip the 
greater the profits per car mile. Since the public has no 
choice but to use the accommodations provided, the 
street-car company has no incentive to run more cars 
than the traffic absolutely requires. Not ''A seat for 
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every passenger'' but ** A jam on every car'' is the stock- 
holder's ideal of efficient management. This principle 
holds of all private monopolies. In the absence of out- 
side pressure no privately owned municipal utility can be 
expected to furnish service that is adequate from the 
standpoint of public convenience. 

Practically, indeed, local public service not infre-- 
quently falls below the standard set by the permanent 
interests of the monopolist. This anomaly is made pos- 
sible by the almost complete separation which the modern 
form of corporate organization effects between owner- 
ship and business control.*^ i^ what may be termed the 
typical case of finished financing the whole original in- 
vestment is made by bondholders who, notwithstanding, 
have no voice in the management of the corporation. 
The directors and managers, being elected by and re- 
sponsible to the stockholders, naturally devote more 
attention to paying dividends than to maintaining the 
value of the property. If the company is heavily water- 
logged, the dividend requirements, added to fixed charges 
and operating expenses, may easily absorb the entire 
revenue, leaving no surplus for extensions and improve- 
ments. Even upkeep may be slighted and operating out- 
lay reduced to the minimum. Consequently, when plant 
and equipment are worn out they can only be replaced by 
the sale of fresh securities. If the city has grown rapidly 
in wealth and population, and if no public authority 
compels a rate reduction, the new bonds may be marketed 
without discharging the prior incumbrance against the 
property, but only at the cost of increasing the annual 
fixed charges. Even so, the day of reckoning is but post- 
poned. Soon or late, the bondholders foreclose and the 
inevitable re-organization begins. Meanwhile, needed 
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additions have been deferred, antiquated equipment has 
been retained, and profitable patronage turned away for 
sheer want of facilities. 

Such was the history of the Philadelphia Eapid 
Transit Company whose balance sheet for 1906 showed a 
net income of $303,996 out of which to pay dividends on 
$30,000,000 of stock and provide for additions and better- 
ments.^^ Such, too, was the history of the traction sys- 
tem of New York City where the operating companies, in 
spite of enormous earnings, were bankrupted by high 
finance and where horse cars are still in use on a line 
bonded for $2,553,097 per mile ! ** Mr. Yerkes bequeathed 
to the Chicago street railways a debt of $50,000,000 and 
a plant which required immediate rehabilitation as to 
tracks, poles, wires, power houses, and rolling stock.*^ 
Overcapitalization, in short, not only burdens consumers 
and fleeces stockholders, but cripples the service of the 
corporations affected. 

DISCEIMINATION BY PUBLIC UTILITIES 

Discrimination may be taken to mean the unlike treat- 
ment of consumers under like conditions. Not every 
inequality of rates, however, is to be accounted a case of 
discrimination. Differences of price may be justified by 
a variety of circumstances. Four cases may be mentioned 
for the sake of illustration. 

A. It costs less to supply a given volume of product 
or service to one large than to several small consumers. 
Much less distributing plant is required and the expenses 
of collection and management are likewise smaller. 
Within certain limits, therefore, there is as much justi- 
fication for reduced rates on large quantities in a public 
utility as in a private business. 
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B. Service costs less per unit for long-hour than for 
short-hour users. A public utility must be prepared to 
supply, not the average but the maximum demand — and 
to this demand the store which uses electric current, at 
most, one or two hours per day for a few months in the 
year adds as much, lamp for lamp, as an all-night res- 
taurant. Much more equipment is needed to supply a 
given number of kilowatts to the one class of consumers 
than to the other. Continuous users are, on this account, 
clearly entitled to lower rates, though the reduction is 
perhaps most equitably made by means of a combined 
current (meter) and installation charge (minimum 
bill).^^ What has been said of electricity holds, in a less 
degree, of course, of water, gas, and telephone service. 

C, For reasons analogous to those just stated, ser- 
vice costs less ^ * oflf " than ' * on the peak ' '. Public utilities 
require very extensive and costly plants — insomuch 
that the permanent investment usually is several times 
the annual revenue. Interest charges upon this invest- 
ment continue whether the plant runs or not. Much of 
the equipment (such as poles, pipes, conduits and build- 
ings) deteriorates nearly as fast when idle as when in 
use. Obsolescence, or supersession by inventions and 
discoveries, goes on independently of the operation of 
the plant. Hence ^^ fixed" or ^^ constant" costs — costs, 
that is, which do not vary with output — form the greater 
part of the total expenses of operation. 

On the other hand, the demand for service varies 
rather extremely, not only from one season to another 
but during the course of each day as well. Production, 
moreover, must usually be contemporaneous with enjoy- 
ment. This is obviously and unqualifiedly true of trans- 
portation and of message transmission. Electricity, too. 
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can not be cheaply stored nor can gas for winter con- 
sumption be manufactured during the preceding summer. 
Water, indeed, may be accumulated in reservoirs, but 
the distributing system, at least, must be adequate to the 
maximum instantaneous demand. Much of the equip- 
ment of every public utility, therefore, is needed only 
for a few ^^rush hours", standing idle the rest of the day. 
Hence service ^^off the peak", or point of maximum de- 
mand, costs scarcely more than the ^^ variable" or ** par- 
ticular" expenses of production. Sales **off the peak" 
at prices which will a little more than pay for the extra 
labor, materials and fuel used, and for the extra wear and 
tear entailed, contribute just so much to the fixed costs, 
and so make possible lower rates to consumers **on the 
peak".^^ 

The reduced rates commonly granted by gas and 
electric companies for day-light consumption, by tele- 
phone companies on night messages, and by street rail- 
ways at certain hours of the day, sufficiently illustrate 
the principle set forth in the foregoing paragraph. In 
every such case, rates may be made which would be ruin- 
ous if applied to the entire business of the public utility, 
simply because fixed charges may be ignored in comput- 
ing the cost of ** slack-hour" operation. At the same 
time, specially low prices may be needed to induce manu- 
facturers to buy electric power, housewives to cook with 
gas, or street car patrons to ride during periods of light 
traffic. So long as such reduced rates are more than 
sufficient to meet the particular costs of the service, and 
so long as business is secured thereby which could not 
have been had at the ordinary prices, rush-hour con- 
sumers are not injured, and may be benefited, by the 
reductions. 
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D. It may sometimes be justifiable to secure addi- 
tional business, even **on the peak", by means of rate 
reductions. This is true, for instance, where a utility, 
because of a decline in population or the failure of the 
city to grow as rapidly as was expected, has a capacity 
in excess of the maximum demand upon it. It may like- 
wise be true where the addition of a few large consumers 
would permit operation on a greater scale and, conse- 
quently, a lower unit-cost of production. In both these 
cases the additional business adds less than proportion- 
ately to the total costs of operation so that, even at 
reduced rates, it will yield a net revenue which may be 
applied toward fixed expenses that would otherwise have 
to be met by the regular-rate customers. It may even be 
better, both for the utility and for its other patrons as 
well, that such added business should be secured at prices 
which yield somewhat less than the ordinary profit on 
outlay than that it should not be secured at all.^® And 
large consumers may well be in a position to exact such 
terms, since they may be able to supply themselves at a 
cost not greatly exceeding that of the public service 
company. 

The foregoing may suffice to illustrate what may be 
termed ^* legitimate discrimination" in local utility rate- 
making. The exceptions noted are all based, to some 
extent, on the cost of the service. At the same time, the 
value-of-the-service, or what-the-traffic-will-bear, prin- 
ciple is recognized so far as its application is necessary 
to a full development of the business. Equity as between 
consumers does not require that rates shall be absolutely 
uniform nor that the same percentage of profit upon out- 
lay shall be derived from every class of service.^® 
Normal profits upon the entire business may, without 
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injustice, be made up of high and low return classes so 
long as each class contributes something to fixed ex- 
penses, and so long as low rates to one class do not result 
in high rates to another. 

Objectionable discrimination, in contradistinction 
from legitimate classification, occurs whenever any ser- 
vice is supplied at no more than prune cost to the plant, 
or **on the peak'^ service at a price which does not pro- 
vide pro rata for the fixed expenses of the business, or 
whenever one person is compelled to pay mdre than 
another for a like and contemporaneous service. Dis- 
criminations of this sort may be made as between classes 
of service, as between large and small consumers of the 
same class, or as between users of like quantities under 
similar conditions. 

Class discrimination sometimes results from unintel- 
ligent schedule making. Thus a flat meter charge favors 
short-hour users as a flat installation charge (so much 
per lamp per month, for example) favors long-hour users. 
For the cost of service is made up of at least two ele- 
ments: a ^^ demand cost^', answering to fixed operating 
expenses and proportionate to maximum instantaneous 
demand (active installation) ; and an ^^ output cost'' an- 
swering to the variable expenses of production and pro- 
portionate to quantity consumed.^ Inasmuch as these 
two cost factors vary independently, neither type of flat 
rate can be just to both long and short-hour consumers.*^^ 
Manufacturers' rates, insofar as they disregard time of 
use, may be open to a similar objection.^^ t^ jii(jge from 
rate investigations in Wisconsin such crudities are by no 
means unusual.^^ Again, manufacturers and merchants 
may be favored because members of these classes are 
pecuniarily interested in the local utility. Most frequent- 
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ly, however, class discrimination appears in the form of 
reduced rates for large quantities — large consumers be- 
ing confined to certain classes of service. 

Eeference has already been made to the fact that 
large quantities of most products or services can be 
furnished at lower rates than small amounts. But the 
reductions to large consumers frequently are out of all 
proportion to cost of service. Thus, in 1910, telephone 
rates in Boston ranged from eight cents per message for 
residence phones to two cents per message for unlimited 
business service.*^^ The Beloit (Wisconsin) Water Com- 
pany, in 1909, furnished 265,000,000 gallons of water to 
one manufacturer and two railway companies for $4,594, 
whereas business houses and domestic consumers, during 
the same year, paid $24,000 for 377,000,000 gallons. 
Stated in other terms, the three favored consumers pro- 
vided eleven per cent of the company's revenue and took 
thirty-nine per cent of its total water supply. Operating 
costs amounted to 5.76 cents per thousand gallons: pri- 
vate consumers paid 6.36 cents; while the large users 
paid 1.73 cents, or scarcely more than the bare cost of 
pumpage.*^® Certain stores at Marinette, Wisconsin 
formerly paid four cents per thousand watts for electric 
current, of which the output costs alone, with no allow- 
ance for interest on investment, upkeep, or overhead 
charges were four and one-half cents.**^ 

Cases so extreme as the foregoing may be exceptional, 
but they are by no means rare. Public utility managers 
apparently feel that the large consumer's business must 
be had at whatever price he can be induced to pay; and 
the large consumer takes full advantage of this attitude 
to obtain service at prices much below its value to him. 
Service at less than cost, however, requires further ex- 
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planation. It may be due to bad book-keeping or it may- 
be attributable to partial ownership of the utility by the 
favored customers. In any case, the practical effect of 
below-cost rates is to exploit a multitude of small con- 
sumers for the benefit of a few large users. 

Whatever plausible grounds may be urged for dis- 
criminatory rates ostensibly based on class or quantity 
of service, discrimination between persons can have no 
shadow of justification. That one man should pay more 
than another for the same kind and quantity of service 
under the same conditions strikes lay and learned alike 
as indefensible. 

Perhaps as good an illustration as can be found of 
personal discrimination is afforded by the accompanying 
table of electric light rates in Marinette, Wisconsin. 
These figures, taken from the records of the Eailroad 
Commission of Wisconsin, show that saloon-keepers in 
that city paid all the way from eleven and one-half cents 
to one dollar per lamp per month. Here was no question 
of long and short-hour users, of different installations, or 
of large and small consumers : the differences were purely 
personal. 

TABLE II 

Rates fob Electric Lighting op Saloons in Marinette, 

Wisconsin, 1909 ^J'^ 

Number of Lights Flat Bate per Month Flat Bate per Light 

6 $ 4.50 $ .75 
8 3.50 .44 
8 3.75 .47 
8 4.00 .50 
4 2.50 .62 

7 2.00 .29 
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NuMBiR OF Lights 


Flat Bate pes Month 


Flat Bate per Light 


27 


12.50 


.46 


18 


10.00 


.55 


14 


7.00 


.50 


15 


6.45 


.43 


15 


5.00 


.33 


12 


6.50 


.54 


13 


4.00 


.30 


12 


9.00 


.75 


79 


9.00 


.111/2 


11 


6.50 


.59 


15 


5.00 


.33 


14 


7.00 


.50 


21 


8.50 


.40 


6 


4.50 


.75 


9 


4.50 


.50 


3 


1.50 


.50 


3 


3.00 


1.00 



The example afforded by the above table, though ex- 
treme, does not stand alone. The Public Service Com- 
mission for the Second District of New York State found 
that no fewer than 31,000 out of 337,000 telephone sub- 
scribers were on special contract rates and that the re- 
ductions to these favored consumers totalled $284,000 
annually.^® Many similar instances have been uncovered 
by the Massachusetts Board of Gas and Electric Light 
Conunissioners^® and by the Public Service Conunission 
of Ohio.®^ Such personal discrimination is disguised in 
many ways. Sometimes discounts are so arranged that 
the net charge is less for a larger than for a smaller 
quantity ;^^ sometimes a rebate is given for the owner- 
ship of such facilities as a telephone instrument ^^ or a 
water meter,®^ usually provided by the public utility; 
sometimes the consumer, by private arrangement, re- 
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ceives more service than he pays for, as when a four- 
party subscriber is given a single-party phone.«^ What- 
ever the form, the substance of personal discrimination 
appears to be universally practiced by unregulated mon- 
opolies. 

Special favors to particular persons may be granted 
for various reasons. Sometimes it is a matter of political 
pull, as probably in the case of certain Marinette saloon 
keepers.®*^ Again, concessions may be obtained through 
personal or business connections with the utility owners 
or managers. Most usually, however, special rates are 
the result of higgling, concessions being granted to such 
prospective customers as will not take the service under 
the regular schedule. In this way exceptions to the pub- 
lished tariff may become so numerous that the latter 
serves only as a point of departure. 

Thus far it has appeared: first, that large urban 
utilities in the United States, at present and as a rule, 
can not be efficiently operated by municipalities ; second, 
that such utilities in private hands inevitably become 
monopolies ; and third, that the actual and potential evils 
of unregulated monopoly are intolerable. These con- 
clusions are neither new nor startling. It has long been 
recognized by economists that there is a field of natural 
monopoly within which competition is neither practicable 
nor expedient ; and English law from of old has subjected 
monopoly to a degree of regulation not deemed necessary 
in competitive businesses. 

From very early times every business which involved 
virtual monopoly of a common necessity has been treated 
as a public calling, charged with extraordinary duties, 
and hedged about with exceptional restrictions.®® In the 
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Middle Ages, when travel was difficult and travellers 
were few, there was commonly but one place of public 
entertainment in a village, but one horseshoer in a 
countryside, and but one ferry upon many miles of an 
unfordable stream. Under these circumstances custom- 
ary law required the inn-keeper,®^ the smith,®® and the 
ferryman®® to render good and sufficient service, to serve 
all comers without distinction of persons, and to charge 
no more than a reasonable price. Similar duties rested 
upon the surgeon "^^ when medical knowledge was closely 
monopolized, upon the victualer*^^ before the days of com- 
petition in the retail grocery business, and upon the 
common carrier "^^ from the beginnings of regular trade 
to the present day. 

The list of public employments has been altered from 
time to time to meet changing economic and social con- 
ditions, but the underlying principles of the law have re- 
mained the same throughout. As was said by Lord 
Justice Hale some three hundred years ago, businesses 
that take on the character of monopoly ^'are affected 
with a publick interest, and they cease to be juris privati 
only.''*^^ This principle, never wholly lost sight of,"^^ was 
authoritatively reaffirmed two centuries later by the Su- 
preme Court of the United States in the notable case of 
Munn vs. Illinois,''^ and has since been applied in many 
decisions to an ever-expanding realm of economic life."^® 

Urban utilities clearly *^are affected with a public 
interest". They occupy the city's streets by virtue of a 
public grant; they exercis6 the right of eminent domain 
by authority derived from the State; and they possess 
the power of monopoly over common necessities. Hence 
they are rightly termed quasi-public businesses and sub- 
jected to an exceptional degree of governmental control. 
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Fortunately there is no longer any dispilte as to the 
need of regulating public service companies. The neces- 
sity of social control in the public's interest is admitted 
even by the spokesmen of the companies affectedJ^ The 
only questions are, in what way and by what arm of gov- 
ernment shall such control be exercised? Shall the task 
of regulation be entrusted to the city or the State, to the 
legislature, the executive, or the courts of law? Shall the 
restrictions imposed be rigid or elastic, in the nature of 
conmaands or of prohibitions? What limits shall be as- 
signed to the regulative authority and how much of initi- 
ative and discretion shall be left to those who adventure 
their private means in public service industries? To 
throw some light upon the answer to these and like ques- 
tions, by showing how they have been answered else- 
where and with what results, is the purpose of the present 
study. 
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THE FAILUEE OF LOCAL EEGULATION 

The organ of urban utility control that lies nearest at 
hand and has been most extensively tried is the city gov- 
ernment. The municipality possesses certain very ob- 
vious advantages for dealing with its own public service 
problems, and these the advocates of ^^home rule'' have 
not failed to emphasized® The city's officials are familiar 
with local conditions and are immediately responsible to 
the conmaunity affected by their acts. None the less, 
American cities have generally, and somewhat conspicu- 
ously, failed in their attempts to regulate privately 
operated utilities. Of the reasons for this comprehensive 
failure, some are eradicable and, so to speak, accidental ; 
others are permanent and inhere in the nature of the 
problems to be solved. 

Of the obstacles which may be termed accidental, two 
only need here be mentioned — the prevalent misgovern- 
ment of American cities and the inadequate powers 
hitherto vested in municipalities. 

Municipal misrule, boodle councils, autocratic bosses, 
and civic indifference too frequently have incapacitated 
our cities for the performance of the most ordinary 
functions of local government. Much more has the in- 
eptitude of city administration prevented intelligent 
handling of the complex problems of public service regu- 
lation. Fortunately, however, there are now abundant 
signs of the coming of a better order in things municipal. 

39 
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Commission govermnent, the short ballot, popular initi- 
ative and referendum, the enlistment of experts in local 
administration, and above all the quickened interest of 
the ordinary citizen, give credible promise of effective 
city management. The outlook is particularly hopeful in 
Iowa, where great progress has been made within a half- 
dozen years J® Misgovernment, accordingly, is to be 
accounted a temporary and extraneous obstacle to 
municipal control of local utilities. 

Much the same may be said of the insufficient powers 
hitherto given to city governments. Partly on account 
of the prevalent corruption of city politics, partly be- 
cause governors and legislators desired to share in 
municipal patronage and municipal graft, most cities of 
the United States have been kept in leading strings. The 
State has imposed an arbitrary limit upon debts and 
taxes, prescribed the form of internal organization, with- 
held the most necessary powers, and interfered at will in 
matters of purely local concern.®^ The cities have thus 
been heavily handicapped in their dealings with public 
service companies. They have lacked the power to ac- 
quire utility properties and the funds to pay for them. 
They have been denied the authority to examine accounts, 
supervise construction, control capitalization, and compel 
adequate service. But these defects of power are not 
incurable, nor do they prove the inherent incapacity of 
cities to regulate their own public service industries. 

There are, however, substantial and irremediable dif- 
ficulties in the way of municipal control of local utilities. 
Since there still are advocates of unqualified home rule 
in utility matters, it may be worth while to examine 
certain of these inherent impediments, even at some risk 
of tediousness. 
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In the first place it should be noted that some subjects 
which it is highly important to regulate are beyond the 
competence of a city government, however well-conducted 
and however ample its powers for local needs. The 
organization and powers of corporations and the issue 
and transference of corporate securities must be gov- 
erned by general laws, uniform throughout the State. 
Hence, the vital matters of capitalization and consolida- 
tion or merger, can be controlled only by a central 
authority. 

Again, urban utilities to an increasing extent trans- 
cend the limits of a single municipality. In the telephone 
business out-of-town calls are so important that no com- 
pany which does not provide long-distance connections 
can hope to gain or hold subscribers. The suburban 
trolley lines radiating from a city like Des Moines are 
physically, if not corporately, stems of the street railway 
system; while, per contra, interurban companies often 
control the street railways of smaller places. Gas, elec- 
tric, and even water companies sometimes serve more 
than one community. For example, water, gas, and elec- 
tricity are supplied to Valley Junction by Des Moines 
companies; Cedar Falls receives its gas, electricity, and 
telephone service from Waterloo ; and Marion is similar- 
ly an appanage of Cedar Eapids in respect to its public 
utilities. There is, then, a considerable and growing 
mass of inter-city utility relations which must be con- 
trolled by some authority superior to the municipalities 
concerned. 

Furthermore, the regulation of public service corpo- 
rations is too complex and costly an undertaking for any 
but the largest cities to attempt. Rate-making, valua- 
tion, the supervision of service, and the prevention of 
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discrimination call for a high degree of technical knowl- 
edge and administrative capacity. No municipality in 
this State does, or could afford to, maintain a staff of 
engineers, accountants, and other experts sufficient to 
ascertain, from time to time, the value of utility proper- 
ties, keep track of new construction, replacements, and 
depreciation, compute unit costs of production, interpret 
current accounts of maintenance and operation, and test 
the adequacy of the service received by the public. That 
is to say, no Iowa city does, or can, provide itself with 
the information needed for intelligent utility regulation. 
Nor can any community of moderate size secure a com- 
petent administrative body. The mayor and the city 
council can not, in addition to their other duties, be 
deeply versed in utility questions. The cost of a high 
grade commission which should devote its entire time to 
local utilities would be prohibitive, and an unpaid body 
— such as some cities possess®^ — could not be expected 
to accomplish much. Even were it feasible for the cities 
singly to provide effective supervision, a central com- 
mission for the whole State would obviously be far more 
economical. 

Finally, a municipal government can hardly be ex- 
pected to prove a satisfactory arbiter between a local 
utility and its patrons. The city officers are rather the 
advocates of the constituents upon whose votes they de- 
pend than impartial judges of the matters in controversy. 
It must be remembered that justice to public service com- 
panies is as important to the public as to investors. If 
utility companies are needlessly harassed, if unreason- 
ably low rates are imposed or unreasonable service 
exacted, capital will flow to more attractive fields and the 
city will suffer from inadequate facilities. Even-handed 
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justice, however, is not often to be looked for from an 
interested party. Add to this inevitable bias the too 
frequent popular exasperation over real or supposed 
wrongs and the further fact that a rate ordinance com- 
monly is the culmination of an anti-corporation cam- 
paign, and it will be seen that the chances are against 
fair dealing on either side. On this ground alone, a 
tribunal removed from local interests and animosities is 
highly desirable. 

These a priori arguments are abundantly supported 
by actual experience. Municipal control of public ser- 
vice corporations has been a prolific source of corruption, 
has fostered ill-will between companies and consumers, 
and has failed to correct the abuses at which it was 
aimed. 

For want of suitable administrative machinery regu- 
lation has been attempted by means of stipulations 
inserted in franchise grants. The applicant for a fran- 
chise is a seeker of favors and is usually willing to make 
concessions. This mode of regulation has, however, im- 
portant disadvantages. 

Franchise makers can not foresee the city's growth 
nor the technical changes which may revolutionize the 
industry during the life of the contract. In the course of 
the ^* eighties", the water process reduced the cost of 
illuminating gas by one-half; within the first decade of 
the present century, the incandescent mantle has made 
fuel gas available for lighting purposes and rendered 
obsolete the candle-power test of efficiency. A street 
railway franchise granted twenty-five years ago would 
have witnessed the supersession of horses by cables and 
of cables by trolleys. There is no reason to suppose that 
the transformations of the future will be less rapid or 
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complete. This, then, is the first drawback to regulation 
by franchise : the terms are no sooner agreed upon than 
they begin to be obsolete. To grant a long-term, rigidly 
drawn franchise, is to tie the hands of the city with a 
contract the conditions of which become more inappli- 
cable with every passing year. 

On the other hand, a short-term grant, such as the law 
of Iowa now requires, is just neither to the public nor to 
investors. If treated in good faith, as a terminable grant, 
the investment must be *' amortized '\ That is to say, 
over and above operating expenses, upkeep, interest, and 
ordinary dividends, a sinking fund must be accumulated 
for the retirement of bonds and the redemption* of stock 
at the expiration of the franchise. This would necessi- 
tate very high charges and would lead'also to indifferent 
maintenance in the later years of operation. In practice, 
the renewal of a short-term grant commonly is counted 
upon by both the city and the grantee. The termination 
of such a franchise finds both parties at a disadvantage. 
The city can not do without service pending a new agree- 
ment, nor can it force the existing utility to sell its plant 
to the municipality or to another corporation. The com- 
pany can neither remove its permanent structures nor 
dispose of its property at anything like its real value. 
Under these circumstances each party attempts to 
*' bluff" the other into an unfair bargain. The city 
authorities talk loudly of competition, or — as once hap- 
pened in Des Moines®^ — prepalre to oust the old com- 
pany from the streets. The company retaliates — as also 
occurred in Des Moines®^ — by setting up the claim of a 
perpetual right, or, as in Columbus, Ohio, by threatening 
to 'Hurn off the gas". 

Even a provision for municipal purchase is but a 
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partial protection against the ills of a short-time grant. 
Moreover, no practicable franchise can be short enough 
to avoid the objections of too great rigidity. Private per- 
sons will not invest large amounts of capital in a quasi- 
public enterprise unless there is reasonable certainty that 
their principal, at least, will be returned before the ex- 
piration of their rights. Twenty-five years appears to be 
near the minimum duration necessary to attract capital 
on favorable terms, and this period, as has been seen, is 
long enough to permit of two revolutions in a public 
service industry. The only thorough-going remedy is a 
revocable franchise, with a public purchase clause and 
provisions for the periodic revision of rates and the con- 
tinual supervision of service — which raises again the 
administrative difficulties already spoken of. 

Franchise granting notoriously occasions a large 
share of the corruption and misrule that so commonly 
prevail in the government of American cities.®^ The ex- 
clusive privilege of supplying gas for public consumption 
may be worth millions in a metropolis, thousands in a 
country town. It is often cheaper, and sometimes easier, 
to obtain the privilege by bribing the council than by 
compensating the city or by making concessions to con- 
sumers. Even when the city fathers are personally 
incorruptible, they may be indirectly bribed by an offer 
to light the streets at less than cost, or furnish free tele- 
phones in the city hall — and make it up at the expense of 
private consumers.®^ Most municipalities are chronically 
out of funds, and it seems simpler to replenish the public 
treasury in some such covert way than to raise the as- 
sessed valuation of taxable property. Trickery, also, is 
resorted to and well-intentioned ofiicials are over-reached 
by sharp practices.®® 
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The well of corruption is not stopped when the fran- 
chise is secured. The utility company is always in need 
of renewals, extensions, permissions to operate in streets 
not heretofore occupied, and other favors. The city gov- 
ernment, for its part, has a continuing power of annoy- 
ance and many a ** strike ordinance '^ professing to 
require a minimum temperature of sixty degrees in street 
cars, a uniform pressure in gas pipes, or the removal of 
unsightly poles from the thoroughfares of Eedbrush, is 
destined to no other end than to shake the plums from 
the corporation tree. Hence the utility companies go into 
local politics for reasons offensive and defensive. They 
are behind every local machine, and they back every city 
boss from the Grand Sachem of Tammany to the petty 
dictator of an Iowa town.®'^ Nor is it only the betrayal 
of public trust that springs from this state of affairs. 
Public utility relations, which ought to be settled in a 
spirit of judicial fairness, after full inquiry, are threshed 
out in the midst of a hot political campaign. Often, in- 
deed, such questions dwarf every other issue in a local 
election and divert public attention for years from the 
ordinary functions of municipal government. The gas 
troubles of Boston®® in the *^ eighties '^ the street railway 
dispute in Detroit®® under Mayor Pingree, and the pro- 
longed traction controversies of Chicago®^ and Cleve- 
land®^ in more recent years, are instances in point. 

If bargaining is thus seen to be ineffective as a mode 
of regulating local utilities, regulation by city ordinance 
is not much more satisfactory. Bate ordinances seldom 
are based upon extended inquiry or exact knowledge. 
The celebrated ninety-cent gas ordinance of Des Moines, 
for example, was hurried through the City Council when 
no representative of the gas company was present.®^ 
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Even in those rare cases where investigation precedes 
legislation the investigator's findings are as likely as not 
to be ignored by the lawmakers. Chicago, for instance, 
paid $10,000 »3 for a report by Mr. William J. Hagenah 
recommending that the price of gas be fixed at seventy- 
seven cents, and then proceeded, after an exciting 
campaign waged largely on the gas issue, to enact a 
seventy cent ordinance.®^ The particular cases just men- 
tioned are neither unusual nor extreme. As already 
explained, decisive action is apt to be taken in a time of 
high-wrought feeling and to represent popular prejudice 
and resentment, rather than intelligent judgment. Often, 
indeed, as in the Chicago gas case, the ordinance fulfils 
a campaign pledge. Whether or not injustice is done, the 
utility affected is pretty sure to appeal to the courts and 
delay the enforcement of the reduced rates for some 
years, even if it does not finally establish their invalidity. 

The attempt to control rates and service by ordinance 
amounts, in fact, to regulation by lawsuit. The informa- 
tion upon which the city's statute should have been based 
is obtained after its enactment, by a master in chancery, 
and the legislation is made to stand or fall by the facts 
so established. In all such litigation the city is at grave 
disadvantage. 

In the first place the public service company is certain 
to have the longer purse and the abler advocates. Few 
local utilities of any consequence are controlled by local 
capital. Ten out of fifty Iowa companies investigated by 
the writer are foreign corporations and twenty-two oth- 
ers are controlled by holding companies. The traction 
system of Des Moines is owned by the McKinley syndi- 
cate ; the gas works by the United Gas Improvement Com- 
pany of Philadelphia. The American Telegraph and 
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Telephone Company controls nearly all the important 
exchanges in the State. In fact, the financial strength of 
the local utility is to be measured, not by its local income, 
but by the resources of the great combination of which it 
is a part. 

In the second place, the facts upon which the court's 
decision will depend are in the keeping of the company, 
not the city. Books and accounts may be produced in 
court — but damaging records are likely to be ^'losf or 
inadvertently destroyed. The city's investigators, not 
infrequently are hindered as much as possible, and their 
estimates of investment, income, and costs of production 
are often little better than guesses.®' Add to these ob- 
stacles the fact that experts whose future livelihood 
depends upon employment by private corporations are 
loth to testify for the city and the difficulty of obtaining 
evidence on behalf of the public will be apparent. Hence, 
cities often lose utility cases which, on the merits of the 
controversy, they ought to win. 

If cities have, on the whole, failed effectually to regu- 
late rates and service, they have scarcely attempted to 
prevent stock watering, corporation wrecking, deteriora- 
tion of service, and discrimination between patrons. The 
glaring instances recited in an earlier section of this 
paper all occurred under municipal supervision.. Nor 
was the failure to correct these abuses wholly due to 
corruption or want of power. The control of capitaliza- 
tion can not well be vested in municipalities, and over- 
capitalization opens the door to plant skinning, excessive 
charges, and poor service. Discrimination, too, is beyond 
the reach of any administrative machinery that moderate 
sized cities possess or can afford. City ordinances 
usually prescribe only maximum rates, because councils 
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do not have, and can not obtain, information on which to 
base a classified schedule. Nor is the means at hand to 
prevent departures from the published rates by way of 
rebates, private agreements or otherwise. 

Even municipally conducted utilities are not superior 
to the need of outside supervision. However honest and 
well meaning, local authorities rarely are equal to the 
task of keeping accounts in intelligible form. It is an 
exceptional city whose responsible officials can tell wheth- 
er the municipal light or water plant is making or losing 
money, and on what kinds of service such gain or loss is 
incurred. Eeceipts and disbursements usually are classi- 
fied by irrelevant funds and so fail to show the ** fixed '^ 
*' output'', and ** consumer'' costs, or the net income 
from each class of consumers. In providing for func- 
tional ** general", '^ contingent", **bond", and *Hax" 
funds, the necessity for a depreciation fund is apt to be 
overlooked. In many cases a fictitious profit is shown by 
ignoring interest, depreciation, and expenses of manage- 
ment, or an apparent deficit produced by failure to credit 
the plant for service rendered to the city. 

Benighted bookkeeping of the sort above set forth is 
so common that particular instances may seem invidious. 
Yet, because general statements are at once easy and un- 
convincing, a few illustrations will be ventured with the 
caveat that these cities have not sinned above others that 
are in Iowa. The records of the Madison (Wisconsin) 
water works were kept in such shape that the Eailroad 
Commission was obliged to make up a new set of accounts 
from the original vouchers in order to ascertain the con- 
dition of the business and the reasonableness of the rates 
charged.®^ The Jeflferson (Wisconsin) Water and Light 
Commissioners failed to separate the operating accounts 
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of their water and light plants, with the result that the 
former was losing money without the commissioners be- 
ing aware of the fact.®*^ Similar conditions existed with 
respect to the Cumberland (Wisconsin) electric light and 
water plant.®® In none of these cases was a proper de- 
' preciation account kept, or a proper subdivision made of 
construction and operating costs. 

To cite an Iowa instance, the published reports of the 
Dubuque City Water Works do not reveal the amount of 
water furnished to the city, the school district, business 
establishments, or private residences, the rates paid by, 
or the costs chargeable to, any class of consumers, nor 
the cost or value of the plant. A net profit is indicated on 
the face of the returns ; but since no allowance is made 
for interest, depreciation, or taxes, and no credit given 
for water consumed by the city, it is impossible to tell 
whether there was not in fact a deficit.^® Yet the Du- 
buque report is a rather favorable specimen of Iowa 
municipal accountancy. 

It may be thought that faulty accounting is, at worst, 
a venial offense. But bad bookkeeping, like charity, cov- 
ers a multitude of sins. Economical management is 
unlikely when neither the people nor their elected repre- 
sentatives are in a position to detect extravagance or 
peculation. Discrimination is almost certain when no 
one knows how much any class of consumers ought in 
fairness to pay. Under such circumstances the com- 
mercial users, with their superior organization and po- 
litical influence, are wont to be favored as against 
householders.^^** Free service to the city or other public 
bodies similarly relieves taxpayers at the expense of con- 
sumers ^^^ while the opposite effect is produced by a 
deficit made up out of the general revenues. Disregard 
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of depreciation, lastly, leads to periodic and permanent 
increase of the public debt and of the burden upon tax- 
payers.^^^ 

Both theory and experience, therefore, would seem to 
require some form of State control over urban utilities. 
Not that the municipalities should be stripped of all au- 
thority in the premises. On the contrary, a considerable 
measure of home rule in public service matters should be 
retained. Local powers might even be increased in some 
particulars. But the State should take over those phases 
of utility regulation which municipal governments are 
not well fitted to control and should supervise the admin- 
istration of other matters that are entrusted primarily to 
the local authorities. 
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THE APPEOPEIATE ORGAN OF STATE 
REGULATION 

If the State is to exercise control over urban utilities, it 
must provide an organ appropriate to that function. The 
work can not be effectively performed by the legislature, 
the courts, or the ordinary executive. So much is clear 
from the briefest consideration of the problems involved 
in utility regulation. 

A high degree of flexibility is indispensable to the 
successful control of local utilities. Conditions vary so 
much from place to place that uniform rates for service 
or uniform rules and regulations are wholly impracti- 
cable. The city's population, its density and its rate of 
increase, the wealth of the community and the distribu- 
tion thereof, the presence or absence of water power, the 
proximity of a coal supply, the topography of the city, 
the facilities for railway transportation, and many other 
circumstances, affect the volume of sales, the unit costs of 
production, and the reasonableness of particular rates. 
Within the same community the advance of the industrial 
arts, the growth of population, the encroachment of man- 
ufactures upon residence districts, and the building up 
of new suburbs operate, among other causes, to alter the 
conditions under .which public service businesses are car- 
ried on. 

Obviously no legislative body could undertake the de- 
tailed supervision of such businesses throughout a 
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populous state. Time would not suffice for the hearings 
and debates upon the numberless private and local acts 
that would be required. Nor can a legislature, by any 
stretch of the imagination, be supposed to possess the 
special knowledge necessary for intelligent rate making. 
As was well said by the Supreme Court of Wisconsin, 
'* Because of the multitude of detail, the intricacy of the 
subject, the expert knowledge required, the numerous 
separate investigations of inter-related questions of fact 
which are necessary, and the necessity for frequent 
changes and adjustments in rates or service, a legislative 
body, the members of which are chosen for short terms 
from the body of the people, would find it an actual rather 
than a legal impossibility to fix just and reasonable 
rates '^^^^ In Iowa this whole field is foreclosed to the 
General Assembly by the constitutional inhibitions 
against special legislation.^^^ 

The courts, also, are peculiarly unfitted to deal with 
questions of utility rates and service. In the first place, 
litigation between parties is the only method of judicial 
inquiry known to the jurisprudence of English-speaking 
countries. This means: (1) that no investigation can be 
made and no action had unless some one is sufficiently 
aggrieved to shoulder the immense pecuniary burden of 
prosecuting a case through successive State and Federal 
tribunals; (2) that, since no court can undertake an in- 
dependent investigation, the ultimate findings must rest 
upon 'Hhat most unsatisfactory evidence, the testimony 
of experts employed by the parties'' ;^^^ and (3) that the 
law's proverbial delays — and expenses — intervene be- 
tween a wrongful charge or practice and its remedy. 

In the second place, the facts found require to be in- 
terpreted and applied by men, who indeed are learned in 
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the law, but who have no special knowledge of business 
in general or of local utilities in particular. Their very 
expertness in an alien field is an obstacle here, since legal 
reasoning is metaphysical and deductive whereas ac- 
countancy and engineering deal only with matters of 
fact. Lastly, courts have no administrative machinery 
adequate to the supervision of public utility corporations. 

The courts themselves have been not unmindful of 
their own limitations. When the issue was first raised in 
the ** Granger Cases'* thirty-six years ago the Supreme 
Court of the United States held that rate-making is a 
legislative function, with which courts can have nothing 
to do.^^® This view was shortly abandoned,^^*^ but ju- 
dicial review of rates fixed by legislative authority has 
always been confined to the determination of the single 
question, whether the rates thus prescribed were so un- 
reasonably low as to effect a practical confiscation of 
property. ^^® In other words — and this is a principal 
drawback to regulation by lawsuit — a court can only 
uphold or overthrow the particular rate complained of in 
the case before it. It has no power to substitute a new 
rate for one declared unlawful,^^® much less to construct 
a complete tariff of charges. 

Finally, the ordinary executive ofiicers of the State 
have neither the time nor the special fitness to supervise 
a multitude of local utilities. To pass intelligently upon 
an application for an increase of capitalization requires 
an investigation into the value of the property, the rates 
and earnings of the corporation, the amount of bonds and 
stocks outstanding, and the public necessity for enlarged 
facilities. To make a schedule of rates that shall be just 
to consumers and investors alike it is needful to know 
the value of the property devoted to the public use, the 
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unit cost of production for each class of service and the 
returns reasonably to be expected from the rates pro- 
posed to be put into eflfect.^^^ To insure adequate service 
there must be frequent tests by competent inspectors. 
To make publicity of accounts effective the companies 
must be required to report on uniform, scientifically pre- 
pared blanks ; and the data thus secured must be compiled 
and interpreted by a trained statistician. All this de- 
mands administrators who are familiar with matters of 
finance, accountancy, and engineering and who are not 
burdened with a multitude of disconnected duties. 

The control of public service industries, in fact, be- 
longs to no one of the traditional departments of govern- 
ment. Eate-making and the regulation of service are 
legislative functions in so far as they consist in the 
formulation of rules for future observance.^^^ The 
reasonableness of particular rates or practices and the 
adequacy of service are judicial questions in that they 
require the ascertainment of facts and the application 
thereto of existing rules of law.^^^ The work of making 
inspections, tabulating reports, and supervising accounts 
may be termed executive. But these distinctions are 
rather more nominal than real.^^^ Eegulations, to be 
valid, must be reasonable, so that the determination of 
facts must precede the promulgation of rules. So, like- 
wise, the granting of a permit to issue additional bonds 
or to engage in competition with an existing utility com- 
pany, while necessarily a matter of executive discretion, 
turns upon the conclusion drawn from a complex group 
of facts. In a word, legislative, executive, and judicial 
powers and duties commingle at every turn in the regu- 
lation of public utilities. 

If any one designation is to be selected for the fusion 
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of functions above described, undoubtedly the term ad- 
ministrative best fits the case.^^^ The legislature can not 
enact minute rules for each public service corporation in 
the State, but it can provide in general terms that rates 
shall be reasonable, service adequate, and capitalization 
represent no more than actual investment, leaving it to 
the administrative authority to determine in detail when 
these conditions have been fulfilled. Such determination 
is not legislation;^^® nor is it interpretation of the law in 
the judicial sense,^^® but rather an unavoidable incident 
to the enforcement of the legislative will. And it is just 
this detailed regulation, and the close and constant super- 
vision necessary to give it effect, that is of vital conse- 
quence for the control of public utilities. 

The foregoing considerations clearly point to the need 
of an administrative board unhampered by the traditional 
and now largely discredited ^^^ division of powers. Such 
a board, being a permanent body always in session, can 
exercise a constant, scrutinizing supervision which nei- 
ther courts nor legislature are able to supply. It can 
bring to the difficult and delicate problems before it a 
degree of expertness that is continually added to by ex- 
perience. An administrative board is not bound by the 
technicalities of judicial procedure, nor by the necessity 
for uniformity that is imposed upon a legislative body; 
it can adapt its rulings to the particular circumstances 
of the case before it and thereby insure that flexibility 
which is so desirable in public utility regulation. It can 
be provided with machinery for investigation such as no 
legislative assembly and no judicial tribunal does, or can, 
possess. And, not least of its advantages, the board can 
use this same machinery to give effect to its decisions. 

That a State may constitutionally create such a board 
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as is here contemplated, and may clothe it with powers 
which, while primarily administrative, partake also of 
the legislative and judicial character, there can be no 
doubt.^^® The expediency of so doing is attested by the 
success of the United States Interstate Commerce Com- 
mission and of many State railroad commissions. More 
specific testimony to the same effect is afforded by the 
public service commissions which now exist in seventeen 
States. An examination of the statutes creating these 
last mentioned commissions, and of the experience there- 
under, should be of value to those whose task it is to solve 
the problem of urban utility regulation in Iowa. 
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IV 

PUBLIC SERVICE COMMISSIONS IN THE 
UNITED STATES 

State administrative control of urban utilities began in 
1885 with the creation of the Massachusetts Board of Gas 
Comftiissioners,^^® changed two years later to the Board 
of Gas and Electric Light Commissioners.^^^ This ex- 
periment was not the result of widespread popular de- 
mand: the act establishing the commission was lobbied 
through the General Court by the Boston Gas Company 
as a strategic move in its memorable struggle with J. 
Edward Addicks.^^^ Notwithstanding this somewhat un- 
savory origin the Board has had an honorable career of 
public usefulness and has exercised an important influ- 
ence, by way of example, upon the development of urban 
utility control in other States.^^^ 

In addition to its Light Commissioners, Massachusetts 
has a Railroad Commission with some jurisdiction over 
street railways and a Highway Commission which in 
1906^2^ was given a limited control over telephone com- 
panies. But the earliest commissions with wide powers 
embracing all urban utilities were established almost 
simultaneously by New York and Wisconsin in 1907. 

In New York State a Board of Railroad Commission- 
ers, a Commission of Gas and Electricity, an Inspector 
of Gas Meters, and a Rapid Transit Board had all and 
severally failed to prevent overcapitalization or ef- 
fectively control the rates or service of municipal mo- 
ss 
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nopolies.^24 rpj^^ several boards, in fact, had proven quite 
innocuous — partly by legislative intent, partly because 
of weak personnel. Their jurisdictions, moreover, were 
over-lapping and to some extent conflicting, their powers 
feeble and feebly exercised, and their machinery at once 
cumbersome and inadequate.^^® Meanwhile Messrs. 
Whitney, Ryan, Belmont, and other exponents of high 
finance were making plain to the meanest intelligence the 
evils of uncontrolled monopoly. At length, under the 
leadership of Governor Hughes, the futile regulative 
bodies were swept away and in their stead were installed 
two public service commissions — one for Greater New 
York, and one for the rest of the State.^^® 

In Wisconsin, also, the legislative conscience was 
quickened by flagrant abuses — especially in the prin- 
cipal city of the State.^^^ Effective control of public 
service corporations was, moreover, a prominent feature 
in the comprehensive program of social reconstruction 
for which La FoUette and the State University were joint 
sponsors. A Railroad Commission, clothed with plenary 
powers, was created in 1905 ^^^ over bitter opposition ;^2^ 
and two years later its jurisdiction was extended to 
urban monopolies of every description. The Public Util- 
ities Act of 1907^^^ was drafted by Professor John R. 
Commons of the State University of Wisconsin in con- 
sultation with Mr. Halford Erickson and Professor B. H. 
Meyer of the Railroad Commission.^^^ The Wisconsin 
statute concededly is one of the best-drawn, as well as 
one of the most effective laws of its kind, and has served 
as a model for similar legislation in a number of States. 

Following the example of New York and Wisconsin, 
public service commissions were established by Geor- 
gia^^2 in 1907^ by Vermont^^^ in 1908, by Marylandi34 
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and New Jersey ^^' in 1910, by California/** Con- 
necticut,^*^ Kansas,^** Nevada,^*^ New Hampshire,^*^ 
Oliio,^*^ and Washington^ ^^ ^j^ ign^ and by Rhode Is- 
land^** in 1912. In addition to these Oklahoma, by the 
State Constitution of 1907, provides for a Corporation 
Commission with some jurisdiction over public utilities,^** 
and Oregon, in 1911, enacted a Public Utilities Law, sub- 
ject to referendum at the November, 1912, election.^*' 
Thus legislation looking to central administrative control 
of urban utilities has been enacted by seventeen States, 
including five New England, three Middle Atlantic, one 
South Atlantic, three North Central, one South Central, 
one Rocky Mountain, and three Pacific Commonwealths. 
A legislative movement so widespread and of such recent 
and rapid growth challenges the most serious consider- 
ation. 

The most important features of the recent public util- 
ities legislation are exhibited in convenient form by the 
accompanying tables. A somewhat more extended com- 
parison is, however, necessary to an intelligent compre- 
hension of the several statutes. 

THE COMMISSIONS^** 

The commissions, except in Georgia, Oklahoma, and 
Oregon, are appointive, generally by the Governor and 
Senate ; and in most cases the Governor has also the 
power of removal for cause. The number of commis- 
sioners is five in California, Georgia, and New York, and 
three in the other States. Terms vary from three to six 
years — the longer period predominating. Salaries 
range from $1,700 in Vermont to $15,000 in New York — 
$4,000 to $6,000 being the prevailing amount. In Georgia 
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TABLE III 
The Pubuc Uthjtt Commissions 



State and 
Tear Es- 
tablished 


1 


IS 


s 




. 






Annual 
Expend- 
itures 


California 
1912 


Railroad 
Commission 


5 


Governor 


2-3 of all mem- 
bers of both 

houses of 
Legislature 


6 
years 


$6,000 


$175,000 


Connecticut 
1911 


Public 
Utilities 
Commission 


8 


Governor 
and 
Legis- 
lature 


Superior 
Court 


6 
years 


$5,000 

and 
expenses 


$100,000 


Georgia 
1907 


Railroad 
Commission 


5 


People 




6 
years 


Chairman 
$4,000 


$20,000 
(Limited) 


Kansas 
1911 


Public 

Utilities 

Commission 


8 


Gtovernoi 

and 

Senate 




3 
years 


$4,000 


$55,000 
(Appropriated) 


Maryland 
1910 


Public 

Service 

Commission 


8 


Governor 


Governor 


6 
years 


Chairman 
$6,000 
Others 
$5,000 


$75,000 
(Limited) 


Massachusetts 
1885 


Gas and 

Electric Light 

Commission 


3 


Governor 

and 
Council 


Governor 

and 
Council 


3 
years 


Chairman 
$4,000 
Others 
$3,500 


$55,600 
(Appropriated) 


Massachusetts 
1906 


Highway 
Commission 


3 


Governoi 


Governor 

and 
Council 


3 
years 


$1,500 


$10,500 
(Limited) 


Nevada 
1911 


Public 

Service 

Commission 


3 


Railroad 
Board 


Railroad 
Board 


3 
years 


Chairman 

$5,000 

Others 

$4,000, $2,500 


$25,000 


New 

Hampshire 

1911 


Public 

Service 

Commission 


3 


Governoi 

and 
Council 


Governor 

and 
Council 


6 
years 


Chairman 

$3,500 

Clerk, $3,200 

Others $3,000 


$21,200 
(Appropriated) 


New Jersey 
1910 


Board of 

Public 

Utility 

Commissioners 


8 


(Governor 

and 

Senate 


Governor 


6 
years 


$7,500 


$100,000 
(Limited) 


New York 
1907 


Public 

Service 

Commission 


Sin 

each 

district 


Governor 
and 

Senate 


Governor 
Statement filed 
with Secretary 

of State 


5 

years 


$15,000 


2nd District 
$350,000 
(No limit) 


Ohio 
1911 


Public 

Service 

Commission 


8 


(Governor 




6 
years 


$6,000 


$150,000 
(Appropriated) 


Oklahoma 
1907 


Corporation 
Commission 


8 


People 




6 
years 


$4,000 


$115,000 
(Appropriated) 


Oregon* 
1912 


Railroad 
Commission 


3 


People 


(Governor, 

Secretary of 

State and 

Treasurer 


4 
years 


$4,000 




Bhode Island 
1912 


Public 

Utilities 

Commission 


8 


Governoi 

and 
Senate 


Governor 
and Senate 


6 
years 


Chairman 
$4,000 
Others 
$3,500 


$22,000 
(Limited) 


Vermont 
1908 


Public 

Service 

Commission 


8 


Gk)vernoi 

and 
Senate 




6 
years 


Chairman 
$2,200 
Others 
$1,700 


$10,000 
(Appropriated) 


Washington 
1911 


Public 

Service 

Commission 


8 


(Governor 

and 

Senate 


Governor 


6 
years 


$5,000 


$120,000 
(Limited) 


Wisconsin 
1907 


Railroad 
Commission 


3 


Governor 

and 

Senate 


Governor 


6 
years 


$5,000 


$150,000 
(No limit) 



*This act will be submitted to popular referendum at the November election, 1912. 
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TABLE IV 
Jurisdiction of the Commissions 



State and' 
Teak Es- 
tablished 


Urban 

Utilities 

Regulated 


s 

M QQ 


1 


o 

5t3 


Rates 


California 
1912 


Gas, electricity, water. 

warehouses, street 
railways, telephones 


Controlled 

Commission 
Purposes specified 


Commission 
may value 
aU utilities 


Conmiission 
may require 


Public and uniform. 

Commission may 

fix rates 


Connecticut 
1911 


Street railways, 

telephones, gas 

electricity, water 








Commissioh may 

fix maximum rates 

upon complaint 


Oeorgia 
1907 


Street railways, 

docks, wharves, 

terminals, telephones, 

gas, electricity 


Controlled 
Commission 


Commission 
may value 
an utilities 


Conmiission 
may require 


Commission may 
fix rates 


Kansag 
1911 


Street railways, 
trolley lines, heat, 

light, power, 
water, telephones 


Controlled 

Commission 
Purposes specified 


Commission 

values specific 

utilities for 

rate making 


Commission 
must require 


fix rates 
Rates public 
and uniform 


Maryland 
1910 


Street railways, 

telephones, water, 

gas, electricity, dams, 

heat, refrigerating 


Controlled 

Commission 
Purposes specified 


Commission 
may value 
all utilities 


Commission 
may require 


Commission may 

fix maximum rates 

Rates public 

and uniform 


Massachusetts 
1885 


Oas and 

electricity 


Controlled 
Commission 


Commission 

values specific 

utilities for 

rate making 


Commission 
must require 


Commission may 

fix maximum rates 

upon complaint 


Massachusetts 
1906 


Telephones 


Subject to approval 
by the Commission- 
er of Corporations 


Commission 

values specific 

utilities for 

rate making 


Conmiission 
must require 




Nevada 
1911 


Heat, light, water, 

power, sewerage, 

telephones 




Conmiission 
may value 
all utilities 


Commission 
must require 


Commission may 

fix rates 

updn complaint 

Public and uniform. 


New 

Hampshire 
1911 


Telephones, electricity, 

gas, heat, water, 

street railways, 

ferries, toU bridges 


Controlled 

Commission 
Purposes specified 




Commission 
may require 


Commission may 
fix maximum rates 
Public and uniform. 


New Jersey 
1910 


Street railways, 

subways, electricity, 

heat, power, 

telephones, water 


Controlled 

by 
Commission 


Commission 
may value 
all utilities 


Commission 
may require 


Commission may 

fix rates 

Public and uniform. 


New York 
1907 


Street railways, 

light, heat, 

power, telephones 


Controlled 

by 

Commission 

Purposes specified 


Commission 

values specific 

utilities for 

rate making 


Commission 
may require 


Commission may 
fix maximum rates 
Public and uniform. 


Ohio 
1911 


Street railways, 
telephones, electricity, 

gas, water, 
messenger companies 


ControUed 
Purposes specified 


Commission 
may value 
all utilities 


Commission 
may require 


Commission may 

fix rates 

Public and uniform. 


Oklahoma 
1907 


Street railways, 
telephones 




Commission 
must value 
aU utilities 


Commission 
has required 


Commission may 
fix rates 


Oregon* 
1912 


Street railways, 

telephones, light 

heat, water, 

power 




Commission 
must value 
all utilities 


Commission 
must require 


Uniform and public 

Commission may 

fix rates 


Rhode Island 
1912 


Street railways, 

gas, electricity. 

telephones, water, 

light, heat, power 








Public and uniform. 
Commission may 

fix rates 
in specific cases 


Vermont 
1908 


Street railwajns, 

gas, electricity, 

telephones 


Controlled 
Commission 






Public and uniform. 

Commission may 

fix rates 


Washington 
1911 


Gas, electricity, 
water, telephones, 
street railways, 
wharves • 




Commission 
must value 
all utilities 


Commission 
may require 


Public and uniform. 

Commission may 

fix rates 


Wisconsin 
1907 


Street railways, 
heat, light, water, 
power, telephones 


Controlled 

by 

Commission 

Purposes specified 


Commission 
must value 
aU utilities 


Commission 
must require 


Commission may 

fix rates 

Public and uniform 



*This act will be submitted to popular referendum at the November election, 1912. 
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TABLE IV — Continued 

JUBISDICTION OP THE COMMISSIONS 



State 

AND 

Tbab Es- 
tablished 


eg 
o 

1 


Fbanchise 


li 


Municipal- 
ly OWNBD 

Utilities 


California 
1912 


Commission may fix 

standards, make tests, 

order adequate service 

and betterments 


New franchise 

requires commission's 

approval 


Commission's 
consent required 


Not in 

jurisdiction of 

commission 


Connecticut 
1911 


Commission may fix 

standards, make tests, 

order adequate service 

and betterments 






Not in 

jurisdiction of 

commission 


Georgia 
1907 


Commission may order 
reasonable service 


Not valid unless 
approved by 
commission 






Kansas 
1911 


Commission may fix 
standards and order 
reasonable service 


Merger or franchise 

requires commission's 

approval 


New company cannot 

begin business without 

certificate from 

commission 


Not in 

jurisdiction of 

commission 


Maryland 
1910 


Commission may fix 

standards, order 

reasonable service 

and improvements 


Merger or franchise 
approval 


Commission's certificate 

of public convenience 

and necessity 

required 


Not in 

jurisdiction of 

commission 


Massachusetts 
1885 


Commission may fix 
standards, make tests, 
order adequate service 


Merger or franchise 
requires commission's 

approval 
Franchises revocable 


Only with consent 

of Board, mayor, 

and council 


Within 

jurUdiction of 

commission 


Massachusetts 
1906 


Commission may 






Not within 

jurisdiction of 

commission 


Neyada 
1911 


Commission may fix 

standards, make tests, 

order changes 








New 

Hampshire 

1911 


Commission may make 

tests, order 

improvements 


Merger or franchise 

requires commission's 

approval 


New company cannot 

begin business without 

certificate from 

the commission 


Not included 


New Jersey 
1910 


Commission may fix 

standards, make tests, 

and order 


Merger or franchise 
approval 


Only with 
approval of 
commission 


Uniform accounts 
required 


New York 
1907 


Commission may fix 

standards, make tests, 

order improvements 


Merger or franchise 

requires commission's 

approval 


Only with 
approval of 
commission 


Commission may 
require reports, 
files of schedules, 
inspect utilities 


Ohio 
1911 


Commission may make 
tests and regulate ser- 
vice upon complaint, 
may fix standards 


Merger 

requires commission's 

approval 


No telephone franchise 
where a company is giv- 
ing adequate service un- 
less commission consents 


Not within 

jurisdiction of 

commission 


Oklahoma 
1907 


Commission may 
order improvements 

and require 
reasonable service 






Not within 

jurisdiction of 

commission 


Oregon* 
1912 


Commission may fix 
standards, make tests, 
require reasonable ser- 
vice and improvements 


Franchises granted by 

cities with appeal 

to commission 




Not within 
jurisdiction of 


Rhode Island 
1912 


Commission may fix 
standards, make tests, 
order reasonable ser- 
vice upon complaint 


New franchise 
granted by cities 
subject to appeal 

to commission 




Not within 

jurisdiction of 

commission 


Vermont 
1908 


Commission may fix 

standards, make tests, 

order reasonable 

service 




Commission cannot 

prevent or 
restrict competition 


Within 

jurisdiction of 

commission 


Washington 
1911 


Commission may fix 
standards, order 
adequate service 
and improvements 






Within 
jurisdiction of 

as to rates 


Wisconsin 
1907 


Commission may fix 

order reasonable 
improvements 


AH franchises 
indeterminate 


Only with 
approval of 


Within 

jurisdiction of 

commission 



*This act will be submitted to popular referendum at the November election, 1912. 
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TABLE V 
Peocedube and Judicial Review 



State and 
Tear Es- 
tablished 


Initiation 
ofPro- 

CEBOINQS 


Enforce- 
ment OF 
Commis- 
sion's 
Orders 


Court of 

First 

Instance 


i" 

2 2 

H & 


Effect of 
Commis- 
sion's 
Findings 


Stay of 
Commis- 
sion's 
Orders 


California 
1912 


On complaint 
or commis- 
sion's motion 


By court 
proceedings 


Supreme 
Court 


Legality and 
regularity 
of orders 


Final as 
to facts 


Only by giving bond 11 

to refund overcharge 

if commission's rate 

is sustained 


Oonnecticnt 
1911 


On complaint 


By court 
proceedings 


Superior 
Court 


Legality and 
propriety 
of orders 


Same as 

findings of 

inferior 

court 


By appeal to 
court 


Georgia 
1907 


On complaint 

or commis- 
sion's motion 


By court 
proceedings 


Superior 
Court of 
Fulton 
County 


Law and facts 




By appeal to 
court 


Kansas 
1911 


On complaint 

or commis- 
sion's motion 


By court 
proceedings 


District 
Court 


Legality and 

reasonableness 

of orders 


Prima facie 
valid 


By injunction 


Maryland 
1910 


On complaint 

or commis- 
sion's motion 


By court 
proceedings 


Circuit 
Court 


Legality and 

reasonableness 

of orders 


Prima facie 
vaUd 


By injunction 
after notice 
and hearing 


Massachusetts 
1885 


On complaint 
or commis- 
sion's motion 


By court 
proceedings 


Superior 
Court 


Law and fact 


Same as 

findings of 

inferior 

court 


By appeal to 
court 


Massachusetts 
1906 


On complaint 


Commission 

can not 
make orders 










Nevada 
1911 


On complaint 


By court 
proceedings 


District 
Court 


Legality and 

reasonableness 

of orders 


Prima facie 
valid 


By injunction. 

Commission's rates 

cannot be 

suspended 


New 

Hampshire 

1911 


On complaint 

or commis- 
sion's motion 


By court 
proceedings 


Superior 
Court 


Legality and 

reasonableness 

of orders 


Prima facie 
valid 


Only by giving bond 

to refund overcharge 

if commission's rate 

is sustained 


New Jersey 
1910 


On complaint 

or commis- 
sion's motion 


By court 
proceedings 


Supreme 
Court 


Lack of evi- 
dence. With- 
out jurisdiction 
of Board 




By order of 
court 


New York 
1907 


On complaint 

or commis- 
sion's motion 


By court 
proceedings 


Supreme or 

other court of 

competent 

jurisdiction 






If order is not 

obeyed, commission 

brings action to 

enforce same 


Ohio 
1911 


On complaint 

or commis- 
sion's motion 


By court 
proceedings 


Court of 

common 

pleas 


Legality and 

reasonableness 

of orders 




Only by giving bond 

to refund overcharge 

if commission's rate 

is sustained 


Oklahoma 
1907 


On complaint 

or commis- 
sion's motion 


Commission 
enforces its 
own orders 


Supreme 
Court 


Legality and 

reasonableness 

of orders 


Prima facie 
valid 


Only by giving bond 

to refund overcharge 

if commission's rate 

is sustained 


Oregon* 
1912 


On complaint 
or commis- 
sion's motion 


By court 
proceedings 


Circuit 
Court 


Legality of 
order 


Prima facie 
valid 


By court with bond 

to refund overcharge 

if commission's rate 

is sustained 


Rhode Island 
1912 


On complaint 
or commis- 
sion's motion 


By court 
proceedings 


Supreme 
Court 


Legality and 
reasonableness 

of orders 
Errors of law. 


Same as 

findings of 

inferior 

court 


By appeal to 
court 


Vermont 
1908 


or commis- 
sion's motion 


By court 
proceedings 


Supreme 
Court 


Judgment and 
decrees on 

facts found by 
commission 


Final as 
to facts 


By appeal to 
court 


Washington 
1911 


On complaint 
or commis- 
sion's motion 


By court 
proceedings 


Superior 
Court 


Legality of 
orders 


Prima facie 
valid 


Only by giving bond 

to refund overcharge 

if commission's rate 

is sustained 


Wisconsin 
1907 


On complaint 

or commis- 
sion's motion 


By court 
proceedings 


Circuit 

Court 

of Dane 

County 


Legality and 

reasonableness 

of orders 


Prima facie 
valid 


By injunction 
after notice 
and hearing 



♦This act will be submitted to popular referendum at the November election, 1912. 
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only the chairman is paid, and in six other States the 
chairman receives a higher salary than his colleagues. 
In most cases commissioners are required to devote their 
entire time to the work and are forbidden to own any 
interest, direct or indirect, in public service businesses or 
to engage in any pursuit incompatible with their office. 
Wide differences appear in the financial support ac- 
corded to public service supervision in the several States. 
The commissions of Georgia, Nevada, New Hampshire, 
Rhode Island, and Vermont are so hampered by niggard- 
ly appropriations as to be necessarily ineffective. On the 
other hand, the two New York commissions are gener- 
ously treated by the legislature : not only are there ten 
commissioners at an aggregate salary of $150,000 but 
there is abundant provision for expert service and for 
research and library facilities. The Wisconsin, Wash- 
ington, and Ohio commissions are likewise liberally, 
though not lavishly, supported. 

UTILITIES INCLUDED 

Telephone companies are subjected to commission 
control in each of the seventeen States, street railways 
save only in Nevada (where none exist), gas and electric 
companies in all but Oklahoma, and water companies 
except in Georgia, Massachusetts, New York, Oklahoma, 
and Vermont. Heating companies are specifically men- 
tioned in eight of the acts, wharves and warehouses in 
two, refrigerating and sewerage companies in one each. 
In most cases, railways, and generally other carriers as 
well, are under the jurisdiction of the same commission 
as urban utilities. In California, Georgia, Oregon, and 
Wisconsin the new duties were added to those of existing 
railroad commissions; in Kansas and Nevada the old 
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commissions were given new names as well as broader 
jurisdiction; in Connecticut, New Hampshire, New Jer- 
sey, New York, Ohio, Rhode Island, Vermont, and Wash- 
ington, the old boards were abolished and their powers 
transferred to public service commissions; lastly, in 
Maryland and Oklahoma the public utilities commissions 
were created outright. Only in Massachusetts is the 
supervision of public service corporations divided. 

POWERS AND DUTIES OP THE COMMISSIONS 

The keynote of the acts under review is administrative 
as distinguished from legislative or judicial control. 
Accordingly, it has been sought to create independent 
tribunals of great power and dignity, clothed with ample 
discretion in the discharge of the important duties en- 
trusted to them, and freed so far as possible from 
judicial or political control. The several commissions 
differ much in the thoroughness with which these prin- 
ciples have been carried out, and their effectiveness will 
be f ound^ to vary pretty directly with the degree of ap- 
proximation to the ideal above suggested. 

INQUISITORIAL POWERS 

Regulation by commission has been happily styled 
**the method of intelligence '^^*^ Public service com- 
panies have no legitimate business secrets, since they 
have no competitors to fear and nothing to conceal unless 
it be some practice contrary to the public interest. Ex- 
tortionate profits, stock watering, rebates, discrimination, 
and political '^deals'' flourish in secret but can not stand 
the light of public knowledge. Hence regulative bodies, 
from the creation of the Massachusetts Gas Commission 
to the present day, have found publicity a most potent 
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means of control. Accordingly, all public service com- 
missions nowadays are given authority to smnmon wit- 
nesses, compel testimony, and enforce the production of 
books and papers. In a word, they are granted power to 
make searching inquiry into any transaction affecting the 
public interest. Annual reports in great detail also are 
usually required from public service corporations. What 
is even more important, most of the commissions are em- 
powered to supervise accounts and to make valuations of 
utility properties through their own staffs. 

PROVISIONS RELATIVE TO ACCOUNTS 

In Wisconsin, Oregon, Nevada, Massachusetts, and 
Kansas the commissions must prescribe the mode of keep- 
ing accounts which must be uniform for utilities of the 
same class, and must secure annual reports of the oper- 
ation and condition of all public service enterprises.^*® 
Similar powers are vested in the discretion of the com- 
missions of California, Georgia, Maryland, New Hamp- 
shire, New Jersey, New York, Ohio, Oklahoma, and 
Washington.^*® Wisconsin, Oregon, Ohio, New Jersey, 
and California specifically provide for separate depreci- 
ation accounts and the compulsory maintenance of depre- 
ciation funds,^^ and similar requirements are no doubt 
within the power of any commission which is authorized 
to prescribe uniform accounts. A number of States pro- 
vide that the system of accounts adopted shall conform 
so far as practicable to that prescribed by the Interstate 
Commerce Commission. Usually the keeping of any ac- 
counts, records, or memoranda other than those pre- 
scribed by the commission is prohibited; and Kansas ^^^ 
makes it a felony to falsify or destroy utility accounts. 
Only Wisconsin, Oregon, and Kansas explicitly provide 
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for the auditing of accounts ^^^ — without which *' pub- 
licity'' may be more nominal than real. In no State, 
probably, does the ** auditing'' amount to more than a 
checking up of the reports submitted by the utilities, and 
that much is attempted by commissions which have no 
express power to audit. Lastly, three States — Connecti- 
cut, Rhode Island, and Vermont — make no provision for 
publicity or uniformity of accounts. 

VALUATION OF PUBLIC SERVICE PROPERTIES 

The commissions of Wisconsin, Washington, Oregon, 
and Oklahoma must,^^^ and those of California, Georgia, 
Maryland, Nevada, New Jersey, and Ohio may ascertain 
the value of all public service properties in their respec- 
tive States.^^* Four other commissions are empowered 
to make valuations in specific cases for rate determina- 
tion. Wisconsin was the pioneer in the matter of valu- 
ation, and the Wisconsin act remains the model of 
advanced legislation in this particular. 

REGULATION OF CAPITALIZATION 

Massachusetts led the way in regulating the capitali- 
zation of public service corporations, stock watering 
having been forbidden in that State as long ago as 1868.^^® 
The Board of Gas and Electric Light Commissioners has 
from the first had the power of approval and disapproval 
over the securities issued by the corporations under its 
jurisdiction. The New York act of 1907 goes further, 
providing that no securities to run more than twelve 
months shall issue except for certain specified purposes, 
and then only with the approval of the Public Service 
Commission, which also is charged with the duty of see- 
ing that the proceeds are applied in accordance with the 



Digitized by 



Google 



URBAN UTILITIES IN IOWA 69 

law.^**® California, Georgia, Maryland, and New Hamp- 
shire follow New York in this respect.^*^^ The Wisconsin 
stock and bond law of 1911 is still more thoroughgoing.^*^® 
Like Massachusetts, Wisconsin prohibits stock or scrip 
dividends, shareholders' privileged subscriptions, or the 
issue of stock for less than its face value actually paid in. 
Like New York, though in greater detail, the Wisconsin 
act defines the purposes for which stocks or bonds may be 
issued and makes the Railroad Commission's approval 
necessary to their validation. Wisconsin further em- 
powers the Railroad Commission to fix the terms in ac- 
cordance with which stocks or bonds shall be issued, 
distinguishes between securities sold for money and those 
exchanged for property or services, makes the Commis- 
sion's valuation conclusive with respect to the latter, and 
requires the amortization (or retirement at maturity, by 
means of a sinking fund) of indebtedness not properly 
chargeable to capital account. Kansas ^^® and Ohio^®® 
have ahnost equally rigorous restrictions. The acts of 
New Jersey and Vermont are less explicit, merely re- 
quiring the commission's approval for the issuance of 
securities running more than one year.^*^ The commis- 
sions of Connecticut, Nevada, Oklahoma, Oregon, Rhode 
Island, and Washington have no jurisdiction over cap- 
italization. 

MERGER OF PUBLIC SERVICE COMPANIES 

Ten States seek to control the merger or consolidation 
of public service companies. Massachusetts permits 
lighting companies in the same or contiguous municipali- 
ties to combine upon terms approved, after a public 
hearing, by the Board of Gas and Electric Light Com- 
missioners.^^2 Ohio allows competing utility corpora- 



Digitized by 



Google 



70 APPLIED HISTORY 

tions, with the consent of the Public Service Commission, 
to enter into operating agreements.^^^ In California no 
sale, lease, or assignment of the plant, property or fran- 
chise, and in Ohio no sale or lease of the plant of one 
public service company to another can be made without 
the consent of the commission.^^* The commission's 
authorization is required for the sale, lease, assignment 
or transfer to any person or corporation of a public 
utility franchise in New York and Kansas, and of either 
plant or franchise in Maryland, New Hampshire, 
and New Jersey.^ ®^ California, Kansas, Maryland, New 
Hampshire, New Jersey, New York, and Ohio forbid any 
utility company to acquire or hold stock in another with- 
out the comriiission's consent.^^® Wisconsin provides 
that no utility shall purchase the property of another at 
a higher valuation than that fixed by the Railroad Com- 
mission.^®'^ Seven States — California, Maryland, Mas- 
sachusetts, New Jersey, New York, Ohio, and Wisconsin 
— prohibit the capitalization of any consolidation or any 
contract of merger.^®® Oklahoma permits competing 
utilities to combine only with the consent of the legis- 
lature upon the recommendation of the Corporation 
Commission, and forbids even the legislature to allow 
the consolidation of any public service company with any 
similar corporation organized under the laws of another 
State or of the United States.^®® California, Ohio, and 
Wisconsin also provide that no public utility franchise 
shall hereafter be granted or transferred ^^ except to a 
corporation duly organized under the laws of this 
State."!^^ 

Many of the foregoing prohibitions are likely to prove 
ineffective, because not specifically applicable to holding 
companies, which is the modern and most common form 
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of consolidation. In Massachusetts, for instance, it is 
easy by means of ** voluntary associations'' or other 
transparent subterfuges to merge lighting companies 
that serve non-contiguous territories in violation of the 
apparent intent of the law and without applying to the 
Board of Gas and Electric Light Conmiissioners. A case 
in point is the control of gas and electric companies in 
Leominster, Clinton, Ayer, Spencer, Arlington, Milford, 
Northampton, North Adams, Adams, and Williamstown 
by the Massachusetts Lighting Companies."^ Of the ten 
States above mentioned, California, Kansas, New Hamp- 
shire, Ohio, and Wisconsin, as well as Massachusetts, 
make no provision against such a contingency. New 
York and Maryland forbid the acquisition of more than 
ten per cent, and New Jersey of a majority, of the capital 
stock of a public service company by any corporation 
other than a public utility company.^ ^^ Even this pro- 
hibition may probably be evaded by calling the holding 
company a '^voluntary association" or a '^ board of 
trustees". 

REGULATION OF RATES 

Two objects are sought in rate regulation, namely, 
that all rates shall be reasonable and that there shall be 
no discrimination. The principal devices to secure these 
ends are (1) the definition of the duties of public utilities, 
(2) the rate-fixing power of commissions, (3) publicity 
of rates, and (4) the requirement that published schedules 
shall be strictly adhered to. 

Sections declaratory of the common law duties to 
serve all applicants without discrimination, to provide 
reasonably adequate facilities, and to charge only reason- 
able rates, rentals, fares, tolls, or prices are found in 
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most public utility acts. Many of the laws define *^ un- 
just discrimination '* in some detail. Seven States pro- 
vide that no utility shall ^* charge, demand, collect or 
receive from any person, firm, or corporation a greater 
or less compensation for any service rendered or to be 
rendered by it ... . than it charges, demands, 
collects or receives from any other person, firm or cor- 
poration for a like and contemporaneous service '^^'^^ 
Rebates in any form whatever are explicitly forbidden 
by all of the acts under review. 

The commissions of Wisconsin, Washington, Ver- 
mont, Rhode Island, Oregon, Oklahoma, Ohio, New 
Jersey, Nevada, Kansas, Georgia, and California are 
empowered to fix exact ^^''^ the commissions of New York, 
New Hampshire, Maryland, and Connecticut, and the 
Massachusetts Board of Gas and Electric Light Commis- 
sioners, maximum rates.^^® The Massachusetts Highway 
Commission has only recommendatory powers over tele- 
phone rates.^^® The power to fix rates carries with it the 
authority to make classifications and to permit differ- 
ential charges corresponding to substantial differences of 
conditions. 

To guard against discrimination, California, Kansas, 
Nevada, New Hampshire, New Jersey, New York, Ohio, 
Oregon, Rhode Island, Vermont, Washington, and Wis- 
consin require every public service company, and Mary- 
land requires every common carrier, to file with the 
commission and to keep open to inspection at its own 
offices schedules showing every rate or charge for any 
product or service furnished by it.^''^ To prevent ** mid- 
night rates '^ put into effect for the benefit of favored 
customers and withdrawn before they become generally 
known, the States just mentioned, except New Jersey, 
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require from ten to thirty days' notice to the commission 
for any change in an existing schedule. California, Kan- 
sas, New Jersey, and Wisconsin provide that no increase 
shall be made without a specific order of the commis- 
sion.^^® The commission has besides, in each of the fore- 
going thirteen States, the power to disallow a proposed 
schedule, or any particular rate therein. And, lest an 
increase be inadvertently permitted, all of these States 
require that every change from an existing schedule shall 
be plainly indicated, while Washington further provides 
that the commission's attention shall be especially called 
to any increased charge.^ "^^ 

Lastly, to forestall rebating, ten States prohibit under 
heavy penalty any departure from the published sched- 
ule. The language of the New York act is : **No corpora- 
tion or municipality shall charge, demand, collect or 
receive a greater or less or different compensation for 
any service rendered or to be rendered than the rates 
and charges applicable to such services as specified in its 
schedule filed and in effect at the time".^®^ Provisions 
to the same effect and in nearly the same words are 
found in the laws of California, Kansas, Maryland, Ne- 
vada, Ohio, Oregon, Rhode Island, Washington, and 
Wisconsin.^ ®^ 

REGULATION OF SERVICE 

The most important provisions respecting service are 
those empowering the commissions to (1) prescribe 
standards of products or services, (2) make tests and 
inspections, (3) order additions to, or betterments of, 
plant and equipment, and (4) compel joint service by two 
or more companies. 

Fourteen public service commissions — all save those 
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of Georgia, New Hampshire, and Oklahoma, and the 
Massachusetts Highway Commission — are authorized to 
fix standards of quantity and quality for some or all 
public utilities.^ ®2 The purity, pressure, illuminating 
power, and heat value of commercial gas; the initial 
voltage of electricity and the initial efficiency of electric 
lamps; the purity and pressure of water; and the '* head- 
way" and seating capacity of street cars are among the 
things to be thus standardized. 

Authority to investigate any particular utility upon 
complaint is possessed by all public service commissions. 
Continuous inspection of plant, service, and equipment is 
partially provided for only by Wisconsin, Washington, 
Oregon, New York, New Hampshire, and Massachu- 
setts.^®^ Provision for the public inspection of con- 
sumers' meters is more general. In Massachusetts, 
Maryland, New York, and Washington no gas meter can 
be set until tested, approved, and sealed under the com- 
mission's authority.^®* In Washington the same require- 
ment applies to water meters.^ ®^ In New York and 
Washington no electric meter can be installed unless of a 
type approved by the commission.^®® In Oregon the 
commission may forbid the installation of any meter 
until tested and approved.^ ®^ The commissions of Wis- 
consin, Oregon, and Rhode Island are commanded, and 
those of Ohio, New Jersey, and California are authorized, 
to *' provide for the examination and testing of any and 
all appliances used for the measuring of any product or 
service of a public utility. "^®® In Kansas the commission 
must '* prescribe reasonable regulations for examina- 
tions and testing of such products or service and for the 
measurement thereof."^®® Lastly, in twelve States any 
consumer of gas or electricity may have his meter tested 
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upon payment of a fee which must be refunded by the 
public service company if the meter is found to be in- 
correct.^^^ 

The power to order that any public utility shall make 
such repairs, improvements, alterations, or additions in 
or to its plant, equipment, or facilities as after hearing 
are found to be reasonably necessary to the public con- 
venience is, by inference at least, conferred upon all the 
public service commissions hereinbefore enumerated, ex- 
cept the Massachusetts Highway Commission which can 
only make recommendations. 

Joint use of facilities, maintenance of through routes 
over the lines of separate companies, or other forms of 
joint service are specifically provided for by nine States. 
In California, Connecticut, Maryland, Ohio, and Oregon 
the commissions may require physical connection of 
street and interurban railways.^ ®^ In Connecticut the 
Public Utilities Commission may establish through ser- 
vice over two or more lines of railway or street rail- 
way.^®2 In California, Ohio, Oklahoma, Washington, and 
Wisconsin physical connection between the lines of sep- 
arate telephone companies may be required.^®^ 

SAFETY KEGULATIONS 

Public utility acts usually contain clauses declaratory 
of the common law duty to maintain '*safe'' conditions. 
Probably most, if not all, of the States have statutes 
specifically defining this duty with respect to railways, 
street railways, manufacturing establishments, and 
handlers of electricity. In addition, ten States give their 
public service commissions power to remedy conditions 
found, upon hearing, to be dangerous and to make orders 
in specific cases calculated to promote the health and 
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safety of employees or of the public. The Washington 
statute is the most explicit, empowering the commission 
to prescribe standard safety appliances, to inspect the 
track and equipment of street railways, and to order 
repairs, or improvements in gas, electric, and water 
works.^®* 

Twelve States require public utility companies to re- 
port accidents to their public service commissions. Such 
report must be made by telegraph in Kansas,^*® by tele- 
phone in Connecticut,^®* ^^ immediately '* in Nevada, New 
York, Oregon, Rhode Island, Vermont, and Wisconsin,**^ 
within twenty-four hours in Massachusetts,^®® within 
thirty days in Maryland,^®® and as the commission may 
require in Calif ornia.^®® 

BEGULATION OP COMPETITION 

Massachusetts was the first State to adopt the policy 
of regulated monopoly in public service businesses. So 
long ago as 1885 it was enacted that any gas company 
already in operation in that State might appeal to the 
Board of Gas Commissioners against the granting of a 
franchise to a competitor.2<>i The same right was ex- 
tended to electric companies in 1887.^®^ The Board, for 
its part, has throughout declined to sanction competition 
in any case where the existing companies were furnish- 
ing, or could be induced to furnish, adequate service.^®^ 
Eight other States now apply the same policy to some or 
all of their public utilities. 

In California no street railway, gas, electric, tele- 
phone, or water company can begin construction or 
operation in any municipality not already served by it 
without first obtaining from the Railroad Commission a 
certificate that public convenience and necessity will be 
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served thereby.^^** No one can enter into competition 
with any existing urban utility in Wisconsin ^^^^ or with 
any telephone exchange in Ohio^^® without a similar cer- 
tificate. Kansas, Maryland, New Hampshire, New Jer- 
sey, and New York require every new public service 
company to obtain from the State commission a certifi- 
cate of public convenience and necessity before beginning 
business.^^ Other States give their commissions no 
power in the premises, and Vermont ^^® expressly pro- 
vides that the Public Service Commission shall not 
prevent or restrict competition. 

BEVOOABLE FBANCHISES 

The power to prevent competition is important for 
the avoidance of needless waste ; while the right to permit 
competition is chiefly valuable as a club to compel ade- 
quate service by existing companies. To make such a 
right effective there must exist somewhere the authority 
to cancel existing franchises which purport to grant ex- 
clusive privileges for specified times. Wisconsin secures 
this end by its indeterminate permit law of 1911 which 
declares that every franchise is terminable and that any 
municipality may, upon convincing the Railroad Com- 
mission that public convenience and necessity require it, 
license a new utility corporation to serve its inhabitants, 
any and all prior grants to the contrary notwithstand- 
ij^g209 Massachusetts authorizes the revocation of ^* lo- 
cations'', or the removal of pipes, poles, etc., for the 
violation by the grantee of the terms of the grant, or of 
the laws of the State, or of a valid municipal ordinance.^^^ 
Connecticut amends all charters or franchises whenso- 
ever granted, so as to make them conform to the public 
service act of 1911.^^^ Rhode Island explicitly declares. 
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what would be implied in any case, that all future fran- 
chises shall be made subject to the provision of the public 
utilities law.^^^ 

MUNICIPAL PLANTS 

Four states restrain municipalities from entering 
into competition with existing utilities. In New York^^^ 
no municipality, and in Maryland ^^^ no city or town but 
Baltimore, may construct or acquire a gas or electric 
light plant, except for municipal uses exclusively, without 
first obtaining the consent of the Public Service Commis- 
sion. Wisconsin requires a municipality which votes to 
engage in a public utility business to purchase any exist- 
ing utility plant of the same kind at a price and upon 
terms to be fixed, in default of agreement, by the Rail- 
road Commission.^^^ The same requirement applies in 
Massachusetts to gas or electric works, except that the 
appraisal is made by court commissioners.^^® In Massa- 
chusetts, however, public purchase is contingent upon the 
consent of the owners ; whereas in Wisconsin the owners 
may be forced to sell. 

Municipal plants, once acquired, are placed under the 
jurisdiction of the public service commissions : as to ac- 
counts, in New Jersey ;^^'^ except as to rates, in Washing- 
ton ;2^® and to substantially the same extent as privately 
owned works, in Vermont, Wisconsin, New York, and 
Massachusetts.^^ • 

POWEBS BESEBVED TO MUNICIPALITIES 

In none of the States under review are the local au- 
thorities deprived of their right to grant franchises to, 
or make contracts with, public service corporations. In 
no case, probably, with the possible exception of tele- 
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phone companies in certain States, may any such cor- 
poration occupy the public streets without the city's 
consent. But in Massachusetts and Wisconsin no com- 
peting franchise, and in California, Kansas, Maryland, 
New Hampshire, New Jersey, and New York, no grant of 
any sort is valid without the approval of the State com- 
mission.^^ The commissions of California, Kansas, New 
Hampshire, and New Jersey may, before giving their 
approval, make such modifications in a municipal grant 
as the public interests seem to require.^^^ In Georgia all 
contracts between municipalities and utility companies 
are made subject to the assent of the Railroad Commis- 
sion.222 

Kansas, Oregon, and Wisconsin expressly reserve to 
the municipal government the power **To determine by 
contract, ordinance or otherwise The quality and char- 
acter of each kind of product or service to be furnished 
or rendered by any public utility furnishing any product 
or service within said municipality and all other terms 
and conditions not inconsistent with this act upon which 
such public utility may be permitted to occupy the 
streets", and to require additions and extensions to be 
made when reasonably necessary.223 Ohio empowers 
cities to regulate rates, require extensions, and make 
contracts with public utilities.^^^ Massachusetts and 
Vermont give the selectmen of a town and the mayor and 
aldermen of a city fairly wide powers over the location 
and construction of tracks, wires, poles, pipes, and other 
structures in or under the streets.^^' But in Kansas, 
Massachusetts, Ohio, Oregon, Rhode Island, Vermont, 
and Wisconsin an appeal lies from every order of the 
local authorities to the State commission.^^e ^^ jj^ j-j^^ 
other States the authority of the commission as to mat- 
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ters within its jurisdiction is paramount to that of any 
municipality. California, however, permits any city to 
decide by referendum vote whether it will retain the 
powers possessed by it prior to the enactment of the 
public utilities law.^^^ 

INITIATION OP PBOOEEDINGS 

Proceedings may be begun by the commission itself, 
save in Connecticut and Nevada ; by the utility company 
affected in California, Connecticut, Kansas, Maryland, 
Massachusetts, New Hampshire, New York, Oregon, and 
Wisconsin ;^^® and in all the States by municipal authori- 
ties, boards of trade, or a specified number of consumers 
or taxpayers. Summary proceedings and hearings be- 
fore a single commissioner, as well as formal hearings by 
the full board, are usually provided for and none of the 
commissions is bound by technical rules. 

ENFOBCEMENT OF COMMISSION'S OBDEKS 

Violation of the public utilities statutes or of the law- 
ful orders of a public service commission is in every 
State, visited with criminal and civil penalties to be en- 
forced through the ordinary courts. In addition, sixteen 
States provide that the commission may apply to the 
courts for injunction, mandamus, or other process to 
compel compliance with its orders, or that the Attorney 
General shall make such application upon the commis- 
sion's request. Oklahoma endows the Corporation Com- 
mission with the powers of a court to enforce its orders 
by its own processes.^^^ The Massachusetts Highway 
Commission can only report to the General Court that 
telephone companies have, or have not, complied with its 
recommendations.^^ 



Digitized by 



Google 



URBAN UTILITIES IN IOWA 81 

COUBT RBVIBW 

A principal object of the public utility acts is to do 
away with the endless delays, enormous expense, and 
great uncertainty of litigation. This end is sought to be 
secured (1) by providing an expert and impartial tri- 
bunal to which utility companies and their patrons alike 
may confidently look for cheap, speedy, and exact justice, 
and (2) by making the decisions of this tribunal, so far as 
possible, final. 

All of the acts under review provide that parties in 
interest shall have notice and full opportunity to be 
heard before an order is made in any matter of conse- 
quence. This requirement, together with the freedom of 
a State commission from merely local influence, affords a 
sufficient safeguard against the haste and passion of city 
councils. The further fact that commissions are con- 
tinuous bodies, devote their entire time to a single class 
of economico-legal inquiries, have ample powers of in- 
quisition, are (or may be) equipped with staffs of ex- 
perts, and are unhindered by cramping technicalities, 
makes the public service commissions better tribunals 
for the determination of the questions that come before 
them than any courts can be. 

Appeals from a public service commission may be 
discouraged and the final determination of causes has- 
tened (a) by restricting the mode of appeal and the time 
within which appeals must be commenced, (b) by con- 
fining the power of review to certain courts, (c) by limit- 
ing the questions reviewable, (d) by forbidding the 
introduction in judicial proceedings of evidence not pre- 
sented to the commission, (e) by giving peculiar weight 
to the commission's findings, (f) by giving cases of this 
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class precedence over others on the court calendar, and 
(g) by making delay in itself of no advantage to the ap- 
pellant. 

In California, New Jersey, and Washington the com- 
missions ' decisions can be reviewed only by certiorari ;^^^ 
in Connecticut, Oklahoma, Rhode Island, and Vermont, 
only by appeal.^^^ Either mode at once precludes a trial 
de novo. In Kansas, Maryland, Nevada, New Hamp- 
shire, Ohio, Oregon, and Wisconsin the procedure is an 
action by the party aggrieved to set aside an order of the 
commission.^^^ In Georgia, Massachusetts, and New 
York, the courts obtain jurisdiction by means of suits to 
enforce the commission's orders or to recover penalties 
for the violation thereof .^^* The disadvantage of the 
last mentioned mode of review is that thereunder an 
order, if questioned, does not become effective until sus- 
tained. 

The time within which an appeal or other court pro- 
ceeding must be begun ranges from seven days in Rhode 
Island to ninety days in Nevada, Oregon, and Wisconsin. 
Most of the statutes also limit the time for filing answers 
and taking appeals to the highest State court. Georgia, 
Massachusetts, New Jersey, and New York impose no 
time limits. 

Since the decision of an inferior court is not likely to 
be final in any important case, much time and expense 
would obviously be saved by confining the power of re- 
view to the court of last resort. Unfortunately, however, 
the constitutions of many States make such a limitation 
impossible. In fact, only four of the public utility stat- 
utes — those of California, Oklahoma, Rhode Island, and 
Vermont — provide for review in the first instance by the 
highest court of the State.^^^ Georgia and Wisconsin, 



Digitized by 



Google 



URBAN UTILITIES IN IOWA 83 

however, require that suits to vacate an order of the com- 
mission shall be prosecuted only in the county wherein 
the State capital is situated. ^^^ 

Most of the statutes empower the courts to pass upon 
the legality and reasonableness of the commissions' or- 
ders. Connecticut 2^^ adds ** propriety and expediency" 
to the matters to be determined. Oregon ^^^ permits an 
action to vacate an order of the commission only on the 
ground that the same is unlawful. These various ex- 
pressions come to substantially the same thing since what 
is unreasonable is unlawful and propriety is a question 
of reasonableness. Only New Jersey and California ef- 
fectually limit the power of review in this respect. New 
Jersey gives the Supreme Court jurisdiction to set aside 
an order of the Board of Public Utility Commissioners 
only '^when it clearly appears that there was no evidence 
before the board to support reasonably such order, or 
that the same was without the jurisdiction of the 
board. "^^^ California enacts that the review ^^ shall not 
be extended further than to determine whether the com- 
mission has regularly pursued its authority, including a 
determination of whether the order or decision under 
review violates any right of the petitioner under the con- 
stitution of the United States or of the State of Cali- 
fornia. ''^^o 

In times past corporations have often failed to present 
important evidence to a regulative body, hoping thereby 
to secure a reversal upon appeal. California, New Jer- 
sey, Oklahoma, Vermont, and Washington forestall such 
an expedient by requiring the court of review to deter- 
mine the case upon the evidence certified by the commis- 
sion.2^^ Wisconsin, Ehode Island, Oregon, New Hamp- 
shire, Nevada, and Maryland provide that when any new 
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evidence is presented to a court the case shall automatic- 
ally revert to the commission for further hearing.^*^ 
Either requirement should secure a full presentation be- 
fore the commission and should greatly lessen the cost of 
litigation by doing away with the taking of testimony by 
a master in chancery or otherwise. 

California and Vermont make the findings of their 
commissions final as to facts^ and the California act com- 
prises under this term '^ultimate facts and the findings 
and conclusions of the commission on reasonableness and 
discrimination. * '^^^ A valuation made by the Public Ser- 
vice Commission of Washington, when once accepted by 
the corporation concerned or, if appealed from, when 
affirmed or corrected by the courts, is thereafter con- 
clusive of the value of the property affected at the time 
of the valuation.2^^ In nine States it is expressly de- 
clared, though it would be true without such declaration, 
that the findings of the commission are prima facie valid. 
Maryland, Nevada, New Hampshire, Oregon, and Wis- 
consin place upon the party seeking to vacate an order of 
the commission the burden of showing by *^ clear and 
satisfactory evidence" that the order complained of is 
unlawful or unreasonable.^^^ This phrase has been ju- 
dicially declared to require more than a fair preponder- 
ance of evidence.^^® 

To hasten the final determination of public utility 
cases as much as possible ten States give to such cases 
preference over ordinary civil cases. 

It is notorious that litigation often is resorted to sole- 
ly for the sake of delay. To postpone a rate reduction is 
the next best thing to defeating it altogether. If in- 
stances are wanted it may be called to mind that the 
Cedar Eapids ninety cent gas ordinance was held up for 
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six years by means of successive appeals.^*^ The ordi- 
nance of Knoxville, Tennessee, regulating water rates, 
though enacted in 1901, only became effective in 1909.^*® 
The public utility litigation of Des Moines, later referred 
to, likewise affords striking illustrations of delay in the 
putting into effect of rate ordinances. 

The incentive to such procrastination is removed by 
the Constitution of Oklahoma.^*® No rate order of the 
Corporation Commission of that State can be stayed or 
suspended unless the appellant first gives bond to refund 
any excess collected during such suspension over the 
rates finally sustained by the courts. To make this re- 
quirement effective, the appealing company is compelled 
to keep a separate account with each consumer, showing 
the amount of overcharge collected and the name and 
address of the person to whom the same may become re- 
fundable — an amount of bookkeeping not to be under- 
taken with a light heart. California ^^^ and New Hamp- 
shire ^^^^ follow Oklahoma in both requirements. Ohio, 
Oregon, and Washington exact the supersedeas bond to 
refund overcharges, but do not expressly require the 
keeping of separate accounts.^^^ Nevada goes even 
further, enacting that *'all rates fixed by the commission 
shall be deemed reasonable and just, and shall remain in 
full force and effect until final determination by the 
courts having jurisdiction. ''^^ This requirement prob- 
ably means that tate cases in Nevada will be taken direct- 
ly to the Federal courts. The statutes of Wisconsin ^s* 
and Maryland,^^^ as well as of most of the States just 
enumerated, contain the rather futile provision that no 
injunction suspending an order of the commission shall 
issue except after notice to the commission, and hearing. 
Washington and California require, in addition, ^^a spe- 
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cific finding based upon evidence submitted to the court 
making the order and identified by reference thereto, that 
great or irreparable damage would otherwise result to 
the petitioner, and specifying the nature of the dam- 
age ".^*^® In the other commission States an appeal to the 
courts operates of itself to stay the order appealed from. 

COMPARATIVE ESTIMATE 

As might have been expected, the later public utility 
statutes are largely based upon the earlier. The Mary- 
land act, except as to court review, is taken almost bodily 
from that of New York; and the Oregon law, with some 
important omissions, was copied from that of Wisconsin. 
Ohio and Kansas used both the Wisconsin and New York 
statutes as models for imitation. Washington copied 
from Oklahoma the provision as to the evidence admis- 
sible upon review and the iron-clad rule as to suspending 
an order of the commission. The California act was 
drawn in 1911, after a careful study of existing legisla- 
tion,25^ and is the most catholicly eclectic of all. By way 
of contrast it appears that the Connecticut legislature, 
though acting in 1911 and after the report of a special 
committee,^^® profited but little by the experience of other 
States. 

With respect to form, the public utilities acts of Cali- 
fornia, Washington, and New Jersey are the clearest and 
best arranged, and those of Ohio and Kansas the worst 
planned and most confused, of the statutes enacted, so to 
speak, in one piece. Especially admirable in this par- 
ticular is the California act. Beginning with an analyt- 
ical table of contents and closing with a full index, the 
statute comprises (1) general provisions with respect to 
the Railroad Commission, (2) definitions of the duties of 
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public utilities, (3) an enumeration of the powers and 
duties of the Bailroad Commission, (4) regulations of 
procedure before the commission and the courts, and (5) 
saving clause, appropriation, and repealer. The public 
utility laws of Massachusetts and Vermont, having been 
enacted, repealed, and amended for many years past, and 
never having been codified, are naturally anything but 
models of logical and lucid arrangement. The same re- 
mark holds, though to a less degree, of the thirty or more 
utility and railroad acts of Wisconsin. 

In point of content no one act comprises all of the 
most effective features. The Wisconsin law is superior 
to all others in its provisions for indeterminate permits 
and for the regulation of municipal enterprises and is the 
equal of any in the control of capitalization. New York 
and the States which follow it in this particular provide 
the most effective control of mergers and consolidations. 
The Oklahoma plan for preventing dilatory appeals is 
the best yet devised. Moreover, Oklahoma was the first 
State to limit the evidence upon appeal to the record 
certified by the commission. Vermont was an innovator 
in making the commission's findings of fact conclusive 
upon courts of review. The California law contains 
many, but not all, of the strongest provisions of the other 
statutes, and in its restrictions upon judicial review is 
the most stringent yet enacted. It is evident, therefore, 
that the ''model statute" must be a composite one, 
though it could probably be made up from the acts of 
Wisconsin, California, New York, and Washington. 

OPERATION OF THE PUBLIC UTILITY ACTS 

Most of the public service commissions have been in 
existence too short a time to admit of any conclusive 
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judgment as to their practical eflScacy. The exceptions 
are the Massachusetts Board of Gas and Electric Light 
Commissioners, which was created in 1885 ; the Wisconsin 
Railroad Commission, which received jurisdiction over 
urban utilities by an act of the legislature in 1907; and 
the Public Service Commissions of New York, which also 
date from 1907. 

The Massachusetts board^^® has proven especially ef- 
ficient in the control of capitalization. This board has all 
along insisted that capital must represent investment as 
measured by the structural value of the property, that a 
surplus can not be capitalized, that revenues in excess of 
reasonable operating expenses and fair interest and divi- 
dend requirements call for rate reductions, that depreci- 
ation must be met out of earnings, and that neither error 
of judgment nor downright dishonesty can be made the 
basis of corporate issues. Much of the board's time is 
taken up with petitions for the approval of proposed 
issues of stocks and bonds. In 1910 twenty-nine applica- 
tions were made for the issue of $3,803,400 of securities, 
par value, whereof the board approved $2,969,600. It is 
especially significant that the stocks were placed on the 
market at an average premium of more than twenty-five 
per cent, and that none was offered at less than par.^®*^ 
In at least one case, where several companies were being 
consolidated, the consolidation was required to make good 
the difference between the structural value of the prop- 
erties merged and the liabilities thereagainst outstand- 
ing. ^^^ In another case a company desired to issue 
$600,000 of stock and $400,000 of bonds for projected 
construction. It was permitted to issue $176,000 of stock 
and $124,000 of bonds for work already under way.-®^ 
Such administrative watchfulness, coupled with rigorous 
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legislation, has prevented stock watering by the lighting 
companies of Massachusetts, except in the few notorious 
instances where great magnates were able to find or force 
breaches in the laws. 

The Massachusetts commissioners have by no means 
confined themselves to matters of capitalization. They 
have exercised an important influence on rates, both di- 
rectly by ordering reductions in particular cases, and 
indirectly through their powers of inquisition and the 
wholesome fear inspired in corporate managers by the 
presence of a regulative body. They have checked un- 
wise attempts at competition, almost uniformly denying 
petitions for the erection of another plant where one al- 
ready exists. The power to permit competition has, none 
the less, been effectively used to secure adequate service 
from existing companies. The commissioners did pio- 
neer work in the matter of uniform accounts for gas and 
electrical companies and their annual reports are models 
of concise, significant, and intelligible information. The 
board has long been recognized as the expert adviser of 
the legislature upon all matters within its cognizance, 
and has often furnished valuable information, based on 
comparative statistics, to managers of municipal plants 
and even to private companies. 

The Massachusetts commissioners have a highly cred- 
itable record for continuous service. Though appointed 
for only three years there have been but twelve commis- 
sioners in the history of the board, and but five since 
1894. Chairman Barker has served continuously since 
the middle ** eighties'' and Commissioner Schaflf for 
eighteen years. The appointees, almost without excep- 
tion, have been men of high standing, chosen for non- 
political reasons. 
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The Massachusetts board makes no attempt to fix pre- 
cise rates beyond prescribing the maximum, and hence is 
less effective than it might be in preventing discrimina- 
tions. It does not undertake original valuations except as 
the need arises in particular rate or capitalization cases. 
It has no permanent engineering staff, though one of its 
members is an engineer. The board does, however, em- 
ploy eight inspectors of gas, electricity, and gas and elec- 
trical meters. 

The Railroad Conmiission^*^ of Wisconsin has like- 
wise been peculiarly fortunate in its personnel. Mr. 
Balthasur H. Meyer, formerly professor in the Univer- 
sity of Wisconsin and now a member of the Interstate 
Commerce Conmiission, was its first chairman. Mr. Hal- 
ford Erickson, formerly a railroad auditor, has been, 
perhaps, the dominating member of the commission 
throughout its history. Mr. Roehmer, an attorney and 
Professor Meyer's successor in the chairmanship, is also 
a man of ability and force. Mr. Harlowe, the most recent 
appointee, was formerly traflSc manager of a large com- 
mercial firm. The commission has been singularly free 
from politics. Its appointments are for merit only. Its 
chief engineer, head accountant, and head statistician are 
university professors, and their principal subordinates 
are university graduates. The commission has also an 
economic expert with university trained assistants. Co- 
operation with the State University, indeed, is a main 
reason for the remarkable success of the Wisconsin com- 
mission. The commission's high reputation has been 
made in the work of valuation, rate-making, service- 
inspection, accounting, and the handling of complaints. 

The Wisconsin commission regards physical value as 
a most important element in rate-making. Accordingly, 
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in every rate case it seeks to ascertain the first cost of 
the property used and useful for the convenience of the 
public, the cost of reproduction new, and the structural 
value or cost of reproduction less depreciation. The 
commission, largely in the person of Mr. Erickson, has 
carefully worked out the method and principles of utility 
valuation. Original cost is computed, wherever possible, 
from construction accounts. Variations in price are off- 
set by taking the average for a term of years. Depreci- 
ation is reckoned from experience tables showing the 
expectable duration of the several items of plant and 
equipment. ''Going value" is allowed for on an invest- 
ment basis — the losses incurred and profits foregone at 
the inception of the enterprise, the cost of getting busi- 
ness and of putting the utility upon a paying basis. In 
the work of valuation the commission relies mainly upon 
its own engineering staff, the testimony of expert wit- 
nesses employed by litigants being given little weight. 
Valuations are made by the Tax Commission as well as 
by the Railroad Commission, and the two boards main- 
tain a joint engineering organization. On the staff are 
men especially qualified to deal with each class of utilities. 
The ''cost" theory of utility rates has been especially 
emphasized by the Wisconsin commission, though not to 
the exclusion of other bases of rate-making. It is par- 
ticularly insisted that no service shall be furnished at a 
price which does not yield something over and above 
prime costs toward the general expenses of the business. 
To this end a system of "unit costs" has been carefully 
elaborated whereby it is possible to ascertain, for ex- 
ample, the "output cost" of electricity per kilowatt, the 
"distribution costs", the "consumer costs" of reading 
meters, keeping accounts, rendering bills and the like. 
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and the ** readiness to serve cosf entailed by a given 
number of lamps which may or may not be used simul- 
taneously. The commission does not content itself with 
declaring the maximum reasonable charge, but makes 
schedules of exact rates based upon, or at least not vio- 
lative of, the principle of unit costs. It is thus gradually 
bringing something like uniformity out of the bewilder- 
ing confusion of schedules that has hitherto prevailed in 
Wisconsin as in other States, is effectively preventing 
discrimination, and is aiding the utilities themselves to 
place rate-making upon a scientific basis. 

Careful classifications of accounts have been made, 
distinguishing not only between the several kinds of util- 
ities but also between large and small enterprises of the 
same class. By means of the reports required under such 
classifications it is possible (a) to keep valuations, once 
made, up-to-date, (b) to secure sufficient and trustworthy 
data for intelligent rate-making, and (c) to compare the 
financial and physical results of one utility with another. 
The commission's supervision of accounts is of great 
value to the utilities themselves. Its suggestions are wel- 
comed by the managers of municipal plants and even by 
the smaller private companies which can not employ ex- 
pert accountants. Its published reports afford a mass 
of information as to the relative efficiency of different 
types and sizes of plants and equipment and different 
methods of production. Finally, what is even more im- 
portant, these reports enable the people of each city, as 
well as its responsible officials, to criticize the manage- 
ment of their own utilities by comparison with others. 

Besides preparing the classification of accounts, the 
statistical department of the Wisconsin commission 
checks up and compiles the reports of utilities, has charge 
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of all schedules filed, examines all revisions of the same 
for possible covert increases of rates, and prepares data 
for the use of the commission in pending cases. 

For the purposes of gas and electrical inspection the 
State of Wisconsin is divided into districts with one or 
more traveling inspectors placed in each. Besides this 
official inspection, the utilities are required to maintain 
proving and testing apparatus, to prove meters, to test 
pressure, purity, voltage, and other service indicia, and 
to keep full station records which are checked up by the 
State inspectors. By these means, without any formal 
proceedings, many plants have been induced to install 
additional or more modern equipment, to adopt more 
careful stoking methods or a better grade of fuel, to 
maintain more uniform pressures, to give prompter at- 
tention to consumers' complaints, and generally to im- 
prove the service rendered. The changes thus brought 
about frequently are of as much advantage to the utility 
itself as to its patrons. The men ultimately responsible 
for the policy of a public service enterprise, whether they 
are members of a city council or of a board of directors, 
rarely are in close touch with actual operating conditions, 
and are commonly ignorant of the industrial side of the 
business. A small utility can not employ a staff of en- 
gineers and accountants : even the manager immediately 
in charge is not likely to be a man of thorough training 
or wide experience. Hence the commission's field agents, 
trained in criticism and familiar with conditions at many 
plants, can render some such aid as national bank ex- 
aminers often supply to the institutions under their 
surveillance. 

In furtherance of its inspectional work the commis- 
sion has adopted thoroughly modern standards of quality 
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and measurement. As a single instance, the quality of 
gas is determined by its heat value instead of by the long 
obsolete candle-power standard still used in Massachu- 
setts and other States. 

The gas and electrical inspectors incidentally scruti- 
nize telephone^®* as well as lighting service. The usual 
method is to make a certain number of calls, noting the 
time required to secure the operator's attention and to 
obtain connection, disconnection, and reconnection, and 
the operator's care in following up the call. When the 
first six or eight calls indicate poor service, a considerable 
number of tests is made, the deficiencies found are 
brought to the attention of the management, and a subse- 
quent inspection had to see whether the defects have been 
remedied. Good work has likewise been done in the in- 
spection and improvement of street railway service in 
Milwaukee and certain other cities. 

The commission undertakes no regular inspection of 
water service, but it does nevertheless make tests of fire 
streams upon complaint and maintains a traveling labo- 
ratory for that purpose. For tests of the purity of water 
it employs the facilities and staff of the State Hygienic 
Laboratory. 

Much of the valuation, accounting, and inspectional 
work of the Wisconsin commission is subsidiary and 
nearly all of it is useful to the determination of pending 
cases. Eates are never prescribed, nor extensive alter- 
ations of plant commanded, except after notice and a 
hearing, usually had upon complaint. The commission's 
handling of complaints and its conduct of hearings, ac- 
cordingly, afford the most convincing test of its efficiency. 

During the three years, 1907-1910, the Eailroad Com- 
mission held 207 formal and 886 informal hearings upon 
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complaints affecting urban utilities. The number of im- 
portant cases requiring formal hearings was abnormally 
large at first, when almost every city was seeking a 
redress of grievances against some public service com- 
pany. Considerable delay and some criticism resulted 
from this unavoidable congestion. The commission has 
now, however, caught up with its work and finds not only 
that fewer complaints are made but that it is able to 
answer many of the questions presented almost automat- 
ically from its own past decisions. 

The orders and decisions in formal cases are pub- 
lished in the Wisconsin Railroad Commission Reports, of 
which eight volumes have already appeared. The opin- 
ions are very full, containing most of the evidence 
presented and the significant findings of fact as well as 
the decision itself and the reasoning upon which it is 
based. In this respect the Wisconsin Reports differ 
markedly from those of most similar commissions which 
contain only a bare summary of the orders made. 

The adjudications of the Wisconsin Eailroad Com- 
mission are characterized by full and often prolonged 
inquiry, careful consideration, and great impartiality. In 
a rate inquiry, for example, the commission makes an 
original valuation of the property affected, analyzes the 
operating accounts for some years past (even to the ex- 
tent of compiling the requisite data from original memo- 
randa when necessary), ascertains the unit cost of each 
class of service and estimates the probable effects upon 
earnings and expenses of proposed changes in the rate 
schedule. Before authorizing an increase of capitaliza- 
tion the commission not only verifies the corporation's 
statements, but inquires into its financial history and the 
circumstances requiring a fresh issue of securities. With 
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all this thoroughness of inquiry, and the further guidance 
of well-thought-out principles, the Wisconsin commission 
is able to make its decisions consistent one with another 
and to command the confidence of those who come before 
it. Eloquent testimony to the conmiission's fairness is 
afforded by the fact that of some hundreds of utility 
cases decided by it but five have been appealed to the 
courts and in but two has the decision of the commission 
been reversed. By way of contrast, it may be mentioned 
that thirty-seven out of the first one hundred cases de- 
cided by the Corporation Commission of Oklahoma were 
appealed. 

The Public Service Commissions of New York are the 
highest paid and best supported State administrative 
bodies in this country.^®^ With abundant means at their 
disposal, the commissions maintain elaborate organiza- 
tions, the divisions of the Second District, or up-State, 
commission being (a) administrative, (b) light, heat, and 
power, (c) statistics, (d) tariffs, (e) engineering and in- 
spection, (f) telegraphs and telephones, and (g) traflSc 
inspection. There is a large staff of engineers, account- 
ants, statisticians, rating experts, bureau chiefs, inspec- 
tors, clerks, and stenographers — in all some one hundred 
and twenty-five employees besides the five commissioners. 
The commission of the First District has also a bureau 
of franchises, a librarian in charge of the most complete 
public service library in the United States, and a pub- 
licity agent. Both commissions employ high grade men. 
Mr. Wishart, statistician of the First District, was 
formerly with the Interstate Commerce Commission; 
Mr. Griggs, the tariff expert of the up-State commission, 
is an authority on rates; Delos F. Wilcox, chief of the 
down-State Franchise Bureau, is the author of Municipal 



Digitized by 



Google 



URBAN UTILITIES IN IOWA 97 

Franchises and other recognized works on municipal gov- 
ernment; the Secretary of the First District commission, 
Mr. Travis H. Whitney, is a Harvard law graduate ; and 
the librarian of the same commission is Dr. Robert H. 
Whitten, formerly of the Indiana State Library. 

The up-State commission has not given much atten- 
tion to physical valuation nor has it done much in the 
way of rate-making beyond compiling schedules and cor- 
recting personal discriminations. The commission for 
Greater New York City (i. e. First District) has made a 
number of property appraisals both in rate cases and in 
connection with applications for stock and bond issues* 
It has also reduced rates and increased transfer privi- 
leges on certain street car lines, and has ordered some 
reductions in electric rates, especially for break-down 
service. More attention has been given to service con- 
ditions. The commission of the First District made 
1,378,627 tests of gas meters and 2,217 inspections of 
electric meters during the first four years of its exist- 
ence.^® This commission also exercises close surveillance 
over the surface, elevated, and subway lines of Greater 
New York and has enforced many improvements in ser- 
vice and facilities. The car-seat-mile, as a unit of transit 
service, appears to be original with the metropolitan 
commission. The up-State commission has had frequent 
occasion to refuse certificates of public convenience and 
necessity to would-be competing companies. Uniform ac- 
counts and the maintenance of depreciation funds is 
required in both districts, though the supervision in this 
respect is less thorough-going than in Wisconsin. 

Both of the New York commissions attach great im- 
portance to the control of capitalization. In the First 
District, out of $307,824,940 of securities proposed by the 
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companies only $89,153,219 was approved by the commis- 
sion.^^ The conmiission of the First District has done 
good work in accident prevention. Transportation com- 
panies are required to report every accident immediately 
by telephone and also to make a written report within 
twenty-four hours. The commission conducts inquiries 
and makes orders in all cases which appear to require 
such action. It ordered the installation of fenders, wheel 
guards, and other safety appliances (approved after elab- 
orate experimental tests) upon all street cars. The re- 
sults are seen in the falling off of fatal accidents on the 
transportation lines of Greater New York City from 600 
^in 1907 to 152 in 1910 and 169 in 1911.2«8 Besides its 
'other work, the commission of the First District is 
charged with the superintendence of subway construction 

— a unique function for a State public service commis- 
sion. 

Perhaps the most promising achievement of the New 
York conmiissions is the one which makes the smallest 
immediate impression upon the public — the increase 
and diffusion of knowledge. The commission at Albany 
has made original and valuable studies of public utility 
standards and accounts. The conmiission of the First 
District has compiled an exhaustive record of the fran- 
chise grants in Greater New York City, which should be 
of the greatest value in future litigation and in passing 
upon applications for the approval of securities. Both 
commissions have collected and tabulated thousands of 
rate schedules and have published reports showing the 
physical and financial condition of hundreds of corpora- 
tions. It is just this unpicturesque and — immediately 

— unprofitable work which may count for most in pre- 
paring the way for effective regulation. 
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State control of urban utilities has had to win its way 
against powerful and persistent opposition. In the early 
history of the Massachusetts board public service com- 
panies were wont to resent the board's inquisitions as 
impertinent interference with private affairs. A curious- 
ly similar note was sounded by spokesmen of the Empire 
State Gas Association so late as the year of grace, 1907.^®^ 
Professional promoters have urged with much feeling 
that only the prospect of unusual returns can induce 
them to risk other people's capital in the development of 
new enterprises.^"^^ Nor is it only corporation magnates 
who have lifted up their voices in anger and alarm. Ad- 
vocates of municipal ownership have made strenuous 
objection to the compulsory purchase of private plants.^'^^ 
Persons who regard monopoly as the root of all evil have 
looked askance at any restraint upon competition. Home 
rulers have seen in the appellate and supervisory powers 
of State commissions a menace to local self-govem- 
ment.2'^2 Local politicians, who have found their im- 
portance diminished, their campaign stock in trade 
destroyed, and a never-failing source of personal and 
party revenue stopped, have not been slow to protest.^"^^ 

Despite all this criticism from so many different 
sources the State commissions in Massachusetts, New 
York, and Wisconsin alike have gradually gained the 
confidence of the public and of the corporations subject 
to their supervision.^"^^ Experience has quieted honest 
fears and convinced interested alarmists of the futility 
of factional opposition. Public service companies have 
learned to make a virtue of submission, and investors 
have found, at least, that regulation is a blessing in dis- 
guise. Protected from cut-throat competition, from the 
attacks of petty politicians, from wasteful litigation, 
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from managerial infidelity, and above all from the piracy 
of speculative promotion and the robbery of high finance, 
urban utility properties for the first time have acquired 
a stable value. The proverbial widows and orphans, over 
whom so many tears have been shed by the vendors of 
worthless stocks, find that the securities of Massachusetts 
lighting companies represent something more substantial 
than attractive bits of blue sky. Nor have the other 
prophecies of evil been fulfilled: none of the disasters 
so freely predicted have come to pass. The growth of the 
lighting industry in Massachusetts has not been checked, 
nor has railway building ceased in Wisconsin or New 
York. Local self-government has not been extinguished, 
and the sacred constitutions are yet intact. The industri- 
ous inquirer nowadays learns from one set of opponents 
that the Railroad Commission of Wisconsin has favored 
'*the interests'' at the expense of the peoplej^"^^ and from 
another that it is driving the public service industries 
from that misguided State.^'^* The two criticisms meet 
each other and afford perhaps the best testimony that 
could be adduced to the fairmindedness of the com- 
mission. 
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Ubban utilities in Iowa have never been subjected to 
central administrative control. There is, to be sure, a 
harmless anti-stock-watering law, which forbids the issue 
of corporate stock at less than par, requires the approval 
of the Executive Council of the State for any issue of 
stock in exchange for property, commands the Executive 
Council to ascertain the value of the property so to be 
acquired, and makes its valuation conclusive as to the 
amount of stock which may be exchanged therefor.^" 
But the Executive Council has neither engineers nor ac- 
countants for the work of valuation; nor has it the funds 
to undertake actual appraisals. In practice the Execu- 
tive Council depends on the ** sworn statements" of cor- 
poration officials and of two ** disinterested persons''^''® 
— which may encourage perjury, but does not prevent 
stock watering. 

So far, then, as urban utilities are regulated in this 
State, the regulation is by municipal franchise or ordi- 
nance. Cities have, in this respect, only the powers 
expressly conferred by the General Assembly ;2''® and so 
an examination of the statutes will sufficiently disclose 
the extent of mumcipal regulation. 

URBAN UTILITY FRANCHISES 

Since the law governing franchise grants is not uni- 
form for all the classes of urban utilities, it will be 
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conducive to clearness of exposition to follow the statu- 
tory classification in this regard. 

A city council may authorize an individual or corpora- 
tion to *' erect, maintain, and operate" *' heating plants, 
waterworks, gas works or electric light or electric power 
plants". But such grants are subject to three limita- 
tions : (1) no authorization can run for more than twenty- 
five years, at the end of which period the grant may be 
extended, renewed or amended; (2) no exclusive fran- 
chise can be **thus granted, amended, extended or re- 
newed"; and (3) no franchise is valid until its precise 
terms have been submitted to, and ratified by, the quali- 
fied voters of the city at a general or special election.^®^ 

Cities and towns may authorize or forbid the con- 
struction of street railways within their limits, may 
define the motive power by which cars shall be propelled 
thereon, and may permit or forbid the laying down of 
tracks on particular streets, alleys, and public places.^®^ 
There appears to be no time limit upon such grants, nor 
any requirement that they be submitted to a referendum 
vote. But the right to erect poles and string wires in the 
streets — without which, under existing conditions, street 
railway tracks are of little value — can only be granted 
by referendum.2®^ To conclude this tale of inconsisten- 
cies, no grant can be made to an interurban railway for 
a longer period than twenty-five years.^®^ 

No franchise permitting the use of the streets or other 
public places of a city for * telegraph .... tele- 
phone, street railway, and other electric wires" can be 
granted except by affirmative vote of the qualified elec- 
tors.2®^ To a layman the implication is plain. Never- 
theless, under an act authorizing the construction of 
telegraph or telephone lines ** along the public roads of . 
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the state '',2®^ the Supreme Court apparently has held 
that a city's consent is not necessary to such occupation 
of its streets.^^® 

To say that the foregoing provisions for the different 
classes of utility franchises express no consistent policy 
is to put the matter very mildly. No reason can be as- 
signed for the subtle distinctions made except that the 
several acts were passed at widely different times and 
without reference to each other. * 

POLICE OBDINANCES 

The power to regulate public service companies by 
municipal ordinance likewise varies according to the class 
of such company in question. 

With respect to gas, electric, and water companies a 
city or town may (1) require service to any applicant 
along the lines of the mains, wires, or conduits, (2) com- 
pel the furnishing to the city of water, gas, heat, light, or 
power for public purposes, and (3) regulate or fix the 
rates for service and the rents or charges for meters — 
and '* these powers shall not be abridged by ordinance, 
resolution or contract. " ^^"^ 

The ordinance power over street railways extends 
only to (1) the location and character of its tracks, poles, 
and wires, (2) the kind of motive power used, and (3) the 
amount of pavement which each such railway shaD be 
required to construct and maintain.^®® Rates and service 
can, apparently, be regulated only by franchise or con- 
tract. 

Cities and towns have the power '*to authorize and 
regulate .... telephone .... and other electric 
wires, and the poles and other supports thereof, by gen- 
eral and uniform regulation, and to provide the manner 
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in which, and places where, the same shall be placed upon, 
along or under the streets, roads, avenues, alleys and 
public places ^\2®® Seemingly, they have no power, either 
by franchise or ordinance, to regulate telephone rates or 
service. 

MUNICIPALi OPERATION 

The statutory provisions for municipal operation of 
public service industries in Iowa may conveniently be 
grouped under (1) power to operate, (2) financial re- 
strictions, (3) accounts, and (4) administration. 

Every city or town has power to purchase, erect, main- 
tain, and operate, witlun or without the corporate limits, 
gas, electric, or water works; but such power can only be 
exercised after an affirmative vote of the qualified elec- 
tors voting thereon.^^® When the franchise of a gas, 
electric, or water company has expired or been surren- 
dered, if the city and company can not agree upon the 
terms of a new contract or grant, the plant may be con- 
demned and purchased by the city at a valuation fixed by 
three district judges designated by- the Supreme Court.^®^ 
The right to acquire and operate street railways, not be- 
ing expressly conferred, is, of course,- withheld from Iowa 
municipalities. 

Cities may issue bonds to buy or build municipal 
plants and may levy taxes to pay for the construction, 
repair, and operation of the same.^®^ g^^ such bonds can 
not be issued to an amount which, together with other 
bonds outstanding, will make an aggregate greater than 
five per cent of the taxable value of property in the city 
limits; 2®^ nor can the tax in support of any one utility 
exceed five mills on the dollar of such property. ^^^ Cities 
of the first class may, however, levy an additional two 
mill tax to create a sinking fund for water works bonds.^®*^ 
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Every municipality owning and operating any public 
utility must keep separate accounts showing **the true 
and entire cost of the said utility and operation thereof, 
the amount collected annually by general or special tax- 
ation for the services rendered to the public, and the 
amount and character of the service rendered therefor, 
and the amount collected annually from private 
users ^';2»« and it must make an annual public report 
stating in detail **the cost and operation and all income 
of each public utility operated or owned by the munic- 
ipality/'^®'^ The form of accounts, which is the same for 
all cities, is prescribed by the Auditor of State, and the 
books of cities of five thousand or more inhabitants are 
audited at least biennially by State Examiners.^®^ 

Water works operated by a city of the first class must 
be managed by a board of three water works trustees ap- 
pointed by the Mayor for a term of six years.^^ No 
special form of administration is prescribed for other 
municipal utilities. 

CBITICISM OF THE PBESENT SYSTEM 

The statutes just reviewed can hardly be said to form 
an organic or consistent whole. There is no valid reason 
for denying to cities. the same powers over telephones 
and street railways that they possess over lighting and 
water companies ; nor is there any obvious need for im- 
posing greater restrictions upon one class of utility fran- 
chises than another. Nevertheless, certain policies with 
respect to the regulation of urban utilities are fairly de- 
ducible from the Iowa statutes. These policies comprise : 
(1) a considerable measure of local autonomy; (2) strict 
legislative and judicial, with but slight administrative. 
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control; (3) reliance upon competition; (4) short-term 
franchises; and (5) permission of municipal ownership, 
though only within somewhat narrow limits. As regards 
present policies of Iowa in respect to the regulation of 
urban utilities it is very apparent from the considerations 
offered in the preceding sections of this paper that, with 
the exception of those numbered (1) and (5), these pol- 
icies are not in accord either with expert opinion or with 
practical experience in other jurisdictions. Similar pol- 
icies have been found wanting in other States and such 
preliminary investigation as the writer has been able to 
make strongly indicates that they have not been more 
successful in Iowa. 

FAILURE TO REGULATE 

In the first place municipal regulation does not regu- 
late. Of seventeen cities concerning which the facts 
could be ascertained, two regulate telephone rates, none 
attempt to control street railway fares otherwise than by 
contract, nine have fixed the price of gas, and six the 
price of electricity by ordinance or franchise. In no case 
is there any effective regulation of service. Compensa- 
tion to the grantor city was paid for only three out of 
fifty-four franchises. In seventeen cases the city receives 
a certain amount of free or reduced rate service — as a 
few free telephones or fire hydrants — which increases 
the burden upon consumers for the relief of taxpayers. 

TABLE VI 

Public Utilities op Seventeen Iowa Cities^^^^ 

Utilities 78 

Privately owned utilities 66 

Utility franchises 54 
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Franchises for which city received compensation 3 

Cases in which city receives some free or reduced rate service. .17 

Cases in which city regulates service and fares 18 

Public service corporations 50 

Foreign corporations 10 

Utilities controlled by holding companies 22 

Corporations controlling two or more utilities in same city 12 

Competing utilities 11 

FAULTY BATE SCHEDULES 

An examination of the published rates of about a 
dozen utility companies reveals many cases of discrimina- 
tion due to badly designed schedules. The electric light- 
ing tariff of a gas and electric company which is typical 
of a number of similar utilities in Iowa is as follows : 
Basing rate, 12 cents per 1000 watts 
Bills from $ 1.70 to $ 3.20 per month 10 per cent discount 
Bills from 3.20 to 6.00 per month 15 per cent discount 
Bills from 6.40 to 10.00 per month 20 per cent discount 
Bills from 10.70 to 14.50 per month 25 per cent discount 
Bills from 16.20 to 20.00 per month 30 per cent discount 
Bills from 22.00 to 28.00 per month 38 per cent discount 
Bills from 31.00 to 60.00 per month 40 per cent discount 
Bills over $60.00 per month 5 cents per 1000 watts 

This schedule is open to three objections. First, the 
discounts are so arranged that it is possible at several 
points to secure more current for less money. Thus 
fourteen kilowatts would cost $1.68, whereas fifteen could 
be had for $1.62 ; the net price for five hundred kilowatts 
would be $36, for six hundred kilowatts, $30. Second, the 
•discounts are based solely on quantity consumed, without 
regard to maximum demand or hours of use. A factory 
which runs sixty lamps one hour daily uses the same cur- 
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rent, and under the above tariff wonld get the same rates, 
as an all night restaurant which runs six lamps ten hours 
a day. But the factory ^s instantaneous demand upon the 
generating plant is ten times that of the restaurant and 
its rate ought therefore to be higher. The practice of the 
Wisconsin Commission in such cases is to base discounts 
upon the monthly hours' use of the ** active connected 
load'', and this appears to be the only fair method. 
Third, large users appear to be unduly favored by the 
scale of discounts. Consumers of fourteen kilowatts per 
month pay twelve cents per kilowatt, consumers of more 
than five hundred kilowatts, five cents. The difference in 
cost of service is much less than the great difference in 
the rates charged to consumers. 

The above electric schedule is in nowise unique in 
Iowa. Of eight tariffs for electric light or power, four 
offer discounts which admit of similar discriminations 
and only two distinguish between long and short-hour 
users of the same amount of current. Most of the gas 
schedules examined are upon a flat meter basis, which 
discriminates in favor of short-hour users. In several 
cases very low rates are made to large consumers and in 
at least one instance a charge of 90 cents is made in the 
main city and of $1.10 in a suburb served by the same 
company. 

It must be remembered that the discriminations here- 
in cited are simply those apparent upon the face of the 
printed tariffs. What departures from these open rates 
are made, in the way of special contracts or secret re- 
bates, could only be ascertained by an examination of the 
companies' books. If Wisconsin's experience may be 
taken as a criterion, such personal discriminations must 
be numerous and important. 
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BATES OF URBAN UTILITIES 

So far as appears from the meager data in hand the 
rates of urban utilities in Iowa are not, upon the whole, 
excessive. The table below shows the price of gas in 
certain Iowa, Massachusetts, and Wisconsin cities of sim- 
ilar population. No comparison of electric rates is at- 
tempted because of irreconcilable differences in the form 
of schedules. 

TABLE VII 

Net Price op Gas per 1000 Cubic Feet 



Iowa Cities Rates 

Des Moines. .$ .90 
Sioux City.. 1.00 
Dubuque ... 1.00 
Cedar Rapids .90 
Waterloo ... 1.00 
Burlington . . 1.00 
Ottumwa ... 1.20 
Muscatine . . 1.25 
Fort Dodge . 1.15 
Keokuk .... 1.50 

Boone 1.25 

Iowa City.. . 1.15 
Average of 
twelve cities 1.11 



Massachusetts 

Cities Rates 
i .80 
1.00 
1.00 
1.00 
1.26 
1.10 



Lynn .... 
Haverhill 
Maiden . . 
Taunton . 
Chieopee . 
Gloucester 
North Adams 1.05 
Attleboro ... 1.20 

Wobum 1.40 

Marlboro . . . 1.50 
Greenfield .. 1.90 
Webster ... 1.35 
Average of 
twelve cities 1.21 



Wisconsin 

Cities 
Superior 
Bacine . . 
Oshkosh . 
Sheyboygan 
Green Bay 
Madison . 
Appleton . 
Beloit .... 
Marinette 
Ashland . . 
Manitowoc 



Rates 
.$1.00 
. 1.00 
. 1.00 
. 1.35 
. 1.40 
. 1.15 
. 1.35 
. 1.25 
. 1.50 
. 1.50 
. 1.00 



Average of 

eleven cities 1.23 



litigation over rates 

The attempt at city control has led in Iowa, as else- 
where, to much litigation with its attendant expense, 
delay, and ill-will. No better illustration need be asked 
than is afforded by the legal battles now waging between 
Des Moines and four of its public service companies.^^^ 
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The several cases are so instructive that it will be worth 
while to set them out seriatim. 

First, a franchise, exclusive for thirty years, was 
granted in 1866 to a horse car company, was repeatedly 
assigned, and is now claimed by the Des Moines Street 
Railway Company to be perpetual on the ground, among 
others, that it was exercised without objection after the 
expiration of the original grant. Ouster proceedings 
were begun some half-dozen years ago, were carried to 
the United States Supreme Court and there dismissed 
for want of jurisdiction,^^ ^nd are now pending before 
the Supreme Court of Iowa. The case has already cost 
the city of Des Moines $20,000 and the end is not yet. 
Meanwhile the city is estopped from regulating either 
fares or service. 

Second, agitation against dollar gas was begun some 
years ago. At length, on February 27, 1910, the city 
council, when no representative of the gas company was 
present, passed a ninety cent ordinance.^^^ Enforcement 
of the ordinance was forthwith enjoined by United States 
District Judge McPherson, and a decision of the lowest 
Federal court upholding the ninety-cent rate was only 
obtained on August 21, 1912.^^* The city has already 
spent $25,000 and the company $150,000 on the case, with 
a costly appeal to the United States Supreme Court re- 
maining to be prosecuted. The dollar price for gas still 
remains in force in Des Moines after nearly three years' 
litigation. 

Third, the people of Des Moines have for years paid 
thirty cents per thousand gallons for water, a very high 
rate for a city of ninety thousand inhabitants. The city 
council, in 1908, ordered the price reduced to twenty cents ; 
but the ordinance was held invalid more than three years 
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later by the United States Circuit Court,^^^ and has never 
been in force. Having sunk some $14,000 in the vain at- 
tempt to secure lower rates by ordinance, the city next 
sought to purchase the water works. The company asked 
$2,700,000 for a plant which had been valued by a master 
in chancery, upon the company's evidence, at $1,840,- 
000.^^® No agreement being reached, an appraisal was 
sought by the cumbersome method of a *' condemnation 
court", herein before described. If no appeal is taken 
from the decision of the three district judges, this pro- 
ceeding will cost the city about $15,000. Consumers still 
pay thirty cents per thousand gallons of water in the 
city of Des Moines. 

Fourth, an ouster proceeding against the Iowa (Bell) 
Telephone Company was decided adversely to the city in 
1903.^^^ Another suit has recently been begun to test the 
company's right to operate without a franchise from the 
city. 

The net results of five years' litigation arid the ex- 
penditure of $75,000 of taxpayers' money are: (1) that 
the rates complained of remain in force; (2) that no im- 
provement of service has been effected; (3) that the con- 
flicting claims of the city and its public service corpora- 
tions are still undecided; and (4) that chronic hostility 
has been engendered between the companies and the pub- 
lic, each regarding the other as a natural enemy to be 
oppressed and exploited as much as possible.^^^ Well 
might Judge McPherson, before whom three of these 
cases have been tried, exclaim: ''In the face of these long 
delays and the tremendous expense attending the hear- 
ings, it is apparent that some other method must be 
devised to determine the matters as to some of these 
public utilities. " ^^® 
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MUNICIPAL ACCOUNTS 

The shortcomings of municipal utility accounting have 
already been adverted to, but the point may be made 
clearer by contrasting the waterworks reports of a Wis- 
consin city of 4000 and an lawa city of 40,000 inhabit- 
ants.^^^ The former contains the following significant 
information not to be found in the latter: (1) the amount 
of water furnished to, and the receipts from, residences, 
business establishments, city buildings, schools, public 
parks, fountains, fire hydrants, and street sprinklers; 
(2) the cost (including interest, maintenance, deprecia- 
tion, and taxes) of pumpage; (3) the distribution costs; 
(4) maintenance and depreciation in detail; (5) the cost 
of reading and testing meters and making collections; 
(6) the number of each class of employees and their 
wages; (7) a detailed inventory of property; and (8), 
most important of all, the net financial results of the 
yearns operations for the plant as a whole and for each 
class of service. The Iowa report shows such results 
only for the industry as a whole and with no allowance 
for interest, depreciation, taxes, or the water supplied 
to the city or the school district. In a word, the people 
of the Wisconsin city can, and the inhabitants of the 
Iowa city can not, discover whether their plant is being 
operated economically, whether the charges are too low 
or too high, and whether one class of consumers are pay- 
ing for service to another. 

The present State control of municipal accounts is of 
little benefit. The character of the supervision by the 
Auditor of State may be judged from the last annual re- 
port of the Department of Finance and Municipal Ac- 
counts. Municipal industries are treated under the 
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heads :^^^ (1) ** Payments for Municipal Industry Ex- 
pense", divided into (a) ^* Salaries and Wages'' and (b) 
^^All others''; (2) ^^Payments for Outlays" (intended to 
represent equipment and construction); (3) '^Eeceipts 
from Municipal Industries " ; (4) ' ' Value at Close of Tear 
of Municipal Possessions"; (5) *' Water Works, General 
Information and Cost of Ser\'ice", showing number of 
miles of mains, number of fire hydrants, maximum and 
minimum water rate, number of connections, and number 
of meters; and (6) similar data for electric plants. 

Three criticisms of this report may be offered. (1) It 
is impossible to ascertain therefrom the original coet, de- 
preciation, structural value, outstanding debt, operating 
expenses, pumpage, commercial sales, or public consump- 
tion of any plant; and hence it is, of course, out of the 
question to compare the efficiency of different plants in 
any respect whatever. (2) The returns, even under the 
meager heads noted, are very incomplete. The number 
of municipal water works is given as 69 in Table III and 
75 in Table IV of the last published report, though the 
former table includes 6 plants omitted in the latter. The 
item, **cost of fire hydrants", in Table XVI, appears for 
but 41 cities out of 71 for which other data is given. 
(3) Even the items set down are not always to be trusted. 
It is probable that the table of '* Payments for Municipal 
Industry Expense" is intended to indicate operating ex- 
penses. If so, $14,395 seems an excessive expenditure 
for the Hawarden water works as compared with $1,166 
for the Charles City plant, and $533 for the Sac City 
water system. Similarly, the pay roll of $466 at the Mt. 
Pleasant water plant appears very small by comparison 
with ** wages and salaries" of $4,822 for the Clarinda 
works. The explanation is, of course, that the several 
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items in the same colmnn do not represent corresponding 
facts. Doubtless some municipal accountants place con- 
struction and renewals under ** Payments for Municipal 
Industry Expense '^ while others record even operating 
expenses as ^^Paypaents for Outlays '\ Whatever the ex- 
planation, the numerous and glaring discrepancies vitiate 
the value of the summaries in Tables III and IV. 

The poor results attained by the Auditor of State are 
due in part to the lack of adequate provisions for secur- 
ing prompt and full returns from the municipalities. But 
the difficulty does not end here. The Auditor and his sub- 

TABLE VIII 
Municipal UTiLrriES in 101 Iowa Cities ^^^ 

Cities of Cities of Cities of Cities of 
More Than 5,000 to 8,000 to Less Than 
20,000 In- 20,000 In- 5,000 In- 8,000 In- 
habitants habitants habitants habitants All Cities 

Number of cities ... 10 19 28 44 101 

Number of municipal 

water plants ... 5 13 25 37 80 

Number of municipal 

electric plants.. 3 13 9 25 

Number of water and 

Hght utmties . . 5 16 38 46 105 

Value of city water 

works $3,041,198 $2,616,200 $1,376,952 $1,069,938 $8,104,288 

Value of city light 

plants 77,000 661,065 186,500 924,565 

Value of both utmties 3,041,198 2,693,200 2,038,017 1,256,438 9,028,853 

Annual operating ex- 
penses of water 
works 123,412 140,109 121,327 85,193 470,041 

Annual operating ex- 
penses of light 
works 30,000 167,571 69,072 266,643 

Annual operating ex- 
penses of both 
utilities 123,412 170,109 288,898 154,265 736,684 



Digitized by 



Google 



UEBAN UTILITIES IN IOWA 115 

ordinates are not chosen for their technical knowledge of 
statistics and accounts. The very committee which draft- 
ed the present system of municipal accounts was com- 
posed, in the major part, of untrained city officials.^^^ 

Municipal operation of public service industries has 
attained a considerable magnitude in Iowa, as is shown 
by the tables on the opposite page. The number of plants, 
the sums of money invested therein, the annual expend- 
itures therefor, the importance of economy and efficiency 
in the management of these industries, the great value of 
intelligent and correct accounting as a means thereto, and 
the deplorable deficiencies of existing accounting meth- 
ods, all call for effective State supervision. 

ATTEMPTS TO OBEATE A PUBLIC SERVICE COMMISSION 

Bills to create a public service commission for Iowa 
were introduced in both the Thirty-third^^* and the 
Thirty-fourth^ ^^ General Assemblies, and such a measure 
was passed by the House in 1911 but failed in the Sen- 
ate.3i« 

Of the several measures proposed, the White-Grier- 
Larrabee and Sammis bills of 1909 were identical, as 
were also the Crist and Sammis bills of 1911, the latter 
differing from their predecessors chiefly in reserving 
larger powers to municipalities. A sketch of the Sammis 
bill of 1911 will, therefore, sufficiently indicate the char- 
acter of the defeated legislation. 

The Sammis bill provided for a public service commis- 
sion of five members, appointed by the Governor and 
confirmed by a two-thirds vote of the Senate, and re- 
movable by the Governor for cause, to hold office for six 
years at a salary of $5,000 each. The commission was 
given jurisdiction over all common carriers and over 
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street railroads, telegraph and telephone companies, and 
gas, electric, and water plants, whether private or munic- 
ipal. There were the usual provisions for investigation 
upon complaint or upon the commission's own motion, 
for reports from the utilities to the commission for filing 
schedules, and for fixing rates and ordering improve- 
ments. The commission was given power to require 
uniform accounts and to appoint meter inspectors. The 
bill included a ^^ stock and bond'' clause, forbidding the 
issue by any utility, private or municipal, of capital stock 
or of debentures to run more than one year without the 
conunission's approval. There was also a ** convenience 
and necessity'' clause, making the commission's assent 
necessary to the commencement of any utility enterprise 
in competition with one already in existence and a vali- 
dating clause [Section 25] which would have permitted 
existing utilities *'to exercise the franchises and privi- 
leges which they now have, or which may hereafter be 
granted to them, so long as they comply with the pro- 
visions of this act and the [valid] orders of the commis- 
sion", subject, however, to the power of municipalities to 
amend or alter any franchise at its expiration. IVIunic- 
ipalities retained the power, subject to review by the 
commission upon complaint by the utility affected, (1) to 
determine the quality and kind of service to be rendered 
and the other terms and conditions upon which any util- 
ity should be permitted to occupy the streets, and (2) to 
require additions to or extensions of the physical plant. 
Some of the above provisions, notably the stock and 
bonds clause, are less explicit than could be wished. The 
effect of the validating clause is doubtful, since it does 
not expressly provide for the forfeiture of franchises for 
any violation of law, or of a lawful order of the commis- 



Digitized by 



Google 



URBAN UTILITIES IN IOWA 117 

sion. As a whole, however, the bill is more objectionable 
for what it omits than for what it contains. The most 
important omissions are: (1) explicit definition of un- 
lawful discrimination, (2) valuation of utility properties 
by the conunission, (3) audit of utility accounts, (4) def- 
inition by the commission of standards of product and 
service, (5) inspection of service and equipment by the 
conunission 's staff, (6) control of mergers, (7) approval 
of franchises by the commission, (8) an indeterminate 
permit clause, and (9) restrictions upon judicial review 
of the commission's decisions. Taken together these 
omissions, but especially the failure to limit court re- 
view, would have materially weakened the proposed com- 
mission. 

The defeat of the public service conunission proposals 
in Iowa is largely attributable to the opposition of city 
governments. The City Council of Des Moines peti- 
tioned, in 1909, ** against the enactment of a public utili- 
ties measure that will take from the cities and towns and 
electors thereof the power to grant rights to the use of 
the streets'' or *'the control and regulation of public 
service companies operating within their borders. "^^"^ 
More than twenty petitions to the same effect, emanating 
from eighteen cities and towns, were presented to the 
Thirty-third and Thirty-fourth General Assemblies.^^^ 

The main ground of this opposition, as gathered from 
interviews with leading spokesmen of the cities, may be 
reduced to the following: (1) dissatisfaction with certain 
features of the particular measures under consideration ; 
(2) suspicion of the sponsorship of the proposed legisla- 
tion; (3) fear that an unfit commission would be appoint- 
ed; and (4) preference for ** municipal home rule" as 
against any form of State supervision. It was alleged in 
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addition that a public service commission, however de- 
sirable in more urban States, is a needless luxury in agri- 
cultural Iowa, and that the cost of an effective commission 
would be prohibitive for this poverty-stricken State. A 
brief examination of these several objections will close 
the present section of this paper. 

The defects of the bills introduced and voted on were 
mentioned above. Friends of effective State supervision 
could not have been satisfied with any of the measures 
presented in their original form. But their specific ob- 
jections could easily have been overcome by amendment. 

Representatives of certain public service corporations 
were alleged to have been very active in support of the 
pending bills, leading to the suspicion that the measures 
were intended not so much to '^curb monopoly'' as to 
** bridle the municipalities''. Whether such suspicions 
were well or ill-founded, they seem to have been instru- 
mental in bringing about the defeat of the public utilities 
bills.^i^ 

The bills proposed to continue the present Railroad 
Commissioners, until the expiration of the terms for 
which they were respectively elected, as members of the 
proposed public service commission. Two of these Com- 
missioners, it was alleged, were openly supported for 
election by certain railroad corporations ^^o g^j^^ were un- 
duly favorable to **the interests". It was thought, be- 
sides, that the agricultural element of the population 
might be given undue representation in appointments by 
the Grovernor, and that cities might have to submit to 
regulation by a board ^*not one of whose members resides 
in a city or is familiar with city problems". 

That city officials should oppose State supervision of 
urban utilities is easy to understand. The dignity and 
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power of municipal office would thereby be somewhat 
diminished. Moreover, an oft-tried and ever reliable 
campaign issue would lose most of its value : once estab- 
lish an effective State commission and no Carter Har- 
rison or Tom Johnson or Mayor Pingree is needed to 
deliver the cities from their bondage to public service 
corporations. Opportunities for ''easy money" would 
likewise be curtailed — a consideration which would have 
weight with dishonest officials, if any such there be in 
Iowa. 

It is as unnecessary as it would be utterly unjust to 
ascribe unworthy motives to all of the opponents of State 
supervision. Many high-minded men honestly believe 
that the ''cities and electors thereof", if only given suf- 
ficient powers, can regulate the public utilities within 
their borders to better effect than can a distant commis- 
sion which represents a predominantly rural constituency 
and which is necessarily unfamiliar with local condi- 
tions.^^^ This conviction agrees well with the American 
faith in local self-government, which appears to be espe- 
cially strong in Iowa. In the words of a former city 
solicitor of Des Moines, "Home rule in the cities is", 

with many, "the sheet anchor to which we would 
cling ".322 

The arguments of the home rulers have already been 
considered at some length in an earlier section of this 
paper, where it was pointed out that reason and experi- 
ence are against unchecked local control of urban utilities. 
The costly failures, and the no less costly partial vic- 
tories, of Des Moines, Cedar Rapids, Sioux City, and 
other Iowa communities in their contests with public ser- 
vice companies sufficiently emphasize the point. 

The argument of non-necessity does not convince. It 
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is, of course, true that Iowa has no metropolis, but there 
are ten cities of more than twenty thousand, and twenty- 
six of more than five thousand inhabitants. There are 
nearly one hundred places served by two or more private 
companies each, and more than one hundred municipal 
plants valued at some ten million dollars. It must be 
remembered that while the aggregate cost of water, light, 
and local transportation at Cedar Eapids appears small 
by comparison with Chicago, yet the per capita cost may 
be equally great, and good service at a reasonable price 
is no less important to the consumers of the one place 
than of the other. The large city, moreover, is better 
able than the smaller to cope with its public service cor- 
porations. Chicago can maintain a board of supervising 
engineers for the traction system, employ experts to value 
the gas properties, and engage eminent counsel to fight 
the companies in the courts. But Iowa City can do none 
of these things. The local lighting plant is controlled by 
an eastern syndicate, the local telephone exchange is a 
unit of the Bell system, and the municipality is hopelessly 
outclassed in a contest with either. Only the State can 
do for the cities what holding companies have done for 
the utility corporations — pool their resources for ef- 
fective effort. 

Nor should the legislator's vision be limited to imme- 
diate necessities. It is peculiarly the province of the 
State to exercise that larger foresight which is beyond 
the ken or the interest of the individual citizen. Most of 
the older and more populous States delayed the regula- 
tion of public utilities until the abuses had become acute 
and the evils were in part beyond repair. The rigorous 
stock and bond laws of New York, New Jersey, Mary- 
land, and Ohio are in the nature of locking the stable 
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after the horse is stolen, Iowa may well profit by these 
examples. Iowa's cities are growing rapidly. The 
urban population of the State — counting as urban those 
who live in places of five thousand inhabitants and up- 
wards — rose from sixteen per cent in 1890 to twenty- 
five per cent in 1910. One-sixth of Iowa 's people now live 
in places of more than twenty thousand inhabitants. 
Furthermore, the importance of urban utilities increases 
even faster than urban population. Every year the tele- 
phone, the electric light, and the gas range reach poorer 
families than before. Street railways now pay in cities 
of a size that twenty years ago could not support a horse 
car line. Left to themselves, therefore, the evils of the 
present situation will multiply in geometrical progres- 
sion. 

The argument of excessive cost is likewise not well 
taken. Indeed, the advantage of economy lies altogether 
with a State commission as against regulation by the 
cities separately. Des Moines alone has spent $75,000 
within five years in its struggle with three public service 
corporations. If other cities have spent proportionately 
less, it is because they have not attempted to exercise 
effective control over local utilities. Doubtless the large 
expenditure of Des Moines is a wise investment, as the 
city administration contends. The point is that the State 
could accomplish better results for all the cities at a cost 
relatively much less. 
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VI 

SUGGESTIONS FOE EFFECTIVE UTILITY 
EEGULATION 

The foregoing sursrey of the regulation of urban utilities 
suggests certain conclusions as to what should be sought 
and what avoided in public utility legislation. To a 
statement and discussion of these conclusions the present 
chapter will be devoted, 

THE PUBLIC SERVICE COMMISSION 

The first essential of effective control of public ser- 
vice corporations is an efl&cient administrative body. 
Experience indicates that a board or commission best 
meets the requirements of the problem. The requisite 
powers are too great to be entrusted to a single person, 
and a large body is too cumbersome for efficiency. A 
commission of three members is probably preferable to 
a larger board, even if of equal individual ability. More- 
over, a given sum laid out in salaries is more likely to 
secure competent men if divided among three than if dis- 
tributed to five. Inasmuch, however, as it is not desir- 
able to legislate the present Eailroad Commissioners 
out of office it might be well to have the public service 
commission consist at first of five members, to be reduced 
to three as the terms of the present Eailroad Commis- 
sioners expire. As to the method of selection, appoint- 
ment seems to secure better results than popular election. 
The provision of the Sammis bill for appointment by the 
Governor and confirmation by a two-thirds vote of the 
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Senate is probably as good a method as can be devised. 
The term of office should not be less than six years, one 
commissioner being appointed every second year. Com- 
missioners should devote their entire time to the duties 
of the office and should have no connection, by stock own- 
ership or otherwise, with any public utility. 

With respect to personnel, one commissioner should 
be an attorney skilled in railroad law and should act as 
the commission's counsel, ex officio, thus saving the sal- 
ary of the present Railroad Counsel. Another commis- 
sioner should be a public utility expert, familiar with 
methods of valuation and accounting. It might be neces- 
sary to go outside the State for such an expert, and so 
appointments ought not to be confined to citizens of 
Iowa. Finally, one member of the board should be a 
resident of some Iowa city of not less than twenty thou- 
sand inhabitants. All appointments by or under the 
commission should be by competitive examination. 

UTILITIES INCLUDED 

The act should embrace the following utilities: (a) 
railroads, interurban railroads, express companies, sleep- 
ing car, dining car, refrigerator car, tank car and other 
car lines, pipe lines, steamboats, and all other carriers 
between cities; (b) telegraph, telephone, and other trans- 
mission companies, lines or systems; and (c) street rail- 
ways, telephone exchanges, gas, electric and water works, 
hiBating and refrigerating plants, terminals, ferries, toll 
bridges, warehouses, elevators, cold storage houses, and 
any creamery, slaughter-house, meat packing establish- 
ment, and any milk, coal or ice dealer found upon com- 
plaint and investigation to possess substantial monopoly 
power. 
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The term '* public utility '* should be so defined as to 
embrace municipalities and every individual, partner- 
ship, firm, corporation, association, trustee or receiver 
owning or operating any of the foregoing plants, busi- 
nesses, or industries, and also any corporation or associ- 
ation formed for the purpose of acquiring, or authorized 
to acquire, or which has acquired any utility franchise. 
This last provision, modeled upon the New York law, is 
intended to reach inchoate or inactive companies which 
acquire franchises and hold them until such time as they 
become valuable. Some of the businesses above enumer- 
ated are not usually classed as public utilities, but it is 
well known that in many places they are, and tend more 
and more to become, virtual monopolies. The law should 
be broad enough to cover all monopolies and explicit 
enough to preclude evasion by a mere change of form. 

The more certainly to guard against evasion, it ought 
to be enacted that no public utility as above defined shall 
hereafter be operated except by a corporation duly in- 
corporated under the laws of Iowa, and that no public 
utility franchise shall hereafter be granted or transferred 
except to a corporation so incorporated. These prohibi- 
tions would at once preclude the operation of utilities by 
irresponsible individuals, or associations — devices re- 
peatedly employed in Massachusetts to escape public 
regulation. At the same time, no existing property 
rights would be impaired nor would the acquisition of 
utility properties by holding companies be prevented. 
The proposed inhibitions would simply compel operating 
companies to incorporate themselves in Iowa and thus 
submit fully to the laws of the State. There appears to 
be little doubt that such a requirement may constitution- 
ally be made. The State may fix the terms and conditions 



Digitized by 



Google 



URBAN UTILITIES IN IOWA 125 

upon which persons may engage in public callings^^^ and 
therefore may, if it should appear that by such means 
its police regulations would be made more effective, 
foreclose all such callings to individuals or foreign cor- 
porations, 

INQUISITORIAL POWERS 

It goes without saying that the commission should 
have ample inquisitorial powers. Annual reports, in such 
detail as the commission may think fit, should be required 
of all utilities and the commission should be empowered 
to exact reports at more frequent intervals when deemed 
necessary. 

VALUATION OF UTILITY PROPERTIES 

The commission should be required to ascertain, as 
speedily as practicable, the fair value of all utility prop- 
erties actually devoted to the public service and there- 
after to keep itself informed of all new construction and 
of the value thereof. No particular theory of valuation 
should be prescribed in the statute, since none now com- 
mands universal assent, but no allowance should be per- 
mitted, in any valuation for rate-making or for municipal 
purchase, for any franchise, except the compensation 
actually paid to the public grantor. The valuations so 
found should be conclusive, as of the date when made, for 
the purpose of municipal purchase and also in any subse- 
quent proceeding in any court of the State. This last 
provision would save the vast expense of taking expert 
testimony in litigation, and it would also serve the ends 
of justice much more nearly than does the ordinary court 
appraisal. 
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UNIFOBM ACCOUNTS 

Uniform accounts, to be prescribed by the commission 
for each class of utilities, should be compulsory. Ex- 
press provision should be made for depreciation accounts 
and for the maintenance by each utility of such depre- 
ciation fund as the commission shall deem adequate to 
replace the plant and equipment as the same may wear 
out or become obsolete. The purpose of the depreciation 
fund is to prevent impairment of capital, to which, as 
explained in an earlier section of this paper, there is 
special temptation in public utility businesses. Not only 
ordinary repairs, but renewals as well, are properly oper- 
ating expenses which ought to be met out of earnings 
before dividends are declared or profits computed. Only 
thus can investors be protected without saddling the 
public with interest charges upon vanished capital. 
Further, by means of the depreciation accounts, together 
with the construction accounts above spoken of, continu- 
ing valuations will be automatically secured and a sound 
basis established for rate-making. 

To make the accounting requirements effective, the 
commission should be empowered to audit the accounts of 
any utility and should be required to examine and audit 
the books of municipal plants. Municipally operated util- 
ities would greatly profit by such supervision as would 
compel them to keep intelligible records. When electors 
are provided authentic and comparative information as 
to the operation of municipal plants effective control will 
become possible and municipal industries may be expect- 
ed to succeed in Iowa as they have succeeded in Great 
Britain.324 Private investors, also, would be benefited by 
trustworthy comparative reports of public utilities. 



Digitized by 



Google 



URBAN UTILITIES IN IOWA 127 

BATES FOR SERVIOES 

The commission should have full power, after hearing, 
to fix the exact rates for each class of service. It is not 
sufficient to prescribe simply maximum rates. In most 
cases when any change of rates is necessary justice as 
between consumers requires revision of the entire sched- 
ule. To simplify the commission's work and to secure 
uniformity each utility should be required to publish and 
file schedules showing all rates in force. No change in 
the schedule should be permitted without thirty days' 
notice to the commission, nor any increase over the rates 
effective at a given date without the commission's assent. 
Unlawful discrimination should be defined with some par- 
ticularity, and any departure from the published sched- 
ules or any greater, less, or different charge to one person 
than to another for a like and contemporaneous service 
should be expressly prohibited. As a further precaution 
the commission should be authorized to cancel discrim- 
inatory contracts, even those which antedate the passage 
of the act. Such a power may appear anomalous; but 
there is no good reason for the continuance of an ad- 
mitted wrong, and what is more, discriminatory agree- 
ments are unlawful and hence ab initio void at common 
law. 

STANDARDS OF SERVICE 

The commission should have power to prescribe stand- 
ards of products and services, standard units of measure- 
ment, standard measuring appliances, standard safety 
equipment, and rules for the protection of the health and 
safety of employees and of the public. It should be 
authorized, after hearing, to require improved service or 
facilities, additions to plant or equipment, and exten- 
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sions to new territory when reasonably necessary to the 
public service. To make these provisions effective, the 
commission should be required, through competent agents 
and with reasonable frequency, to inspect railway tracks, 
bridges, and equipment, and other utility properties, to 
test the purity, pressure, heat value and illuminating 
power of gas, the voltage of electric currents, the initial 
efficiency of electric lamps, the purity of water, the 
strength of fire streams, and the adequacy of telephone, 
street railway, and other utility service, and to compel, 
upon the reports of its inspectors, and without formal 
hearings, full compliance with standards fixed by law or 
by the lawful orders of the commission. Utilities should 
be required to provide standard proving apparatus, to 
prove meters, test service, and keep station records ac- 
cording to the rules prescribed by the commission. No 
utility should be allowed to install any gas or water meter 
until tested, approved, and sealed by an official inspector, 
nor any electric meter of a type not approved by the 
commission. 

STOCKS AND BONDS 

No provisions of a public utilities act axe more im- 
portant or require closer attention than those respecting 
capitalization. Wording as well as substance needs to be 
watched with jealous care to guard against evasion. Ef- 
fective control of capitalization must embrace, at least, 
the following features : — 

First. The issue of stocks, bonds, or any form of note 
or debenture running more than twelve months, should 
be permitted only for the acquisition of property, new 
construction, or other purpose properly chargeable to 
capital account — and then only with the authorization 
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of the commission and only to the amount and for the 
purposes and upon the terms authorized by the commis- 
sion, which should be further charged with the duty of 
seeing that such terms and conditions are fulfilled. The 
commission should be commanded, before granting a cer- 
tificate of authorization, to ascertain the value of the 
utility's physical property, the amount of its outstanding 
securities, and such other facts as it may deem pertinent 
to the subject ; and it should be expressly empowered to 
withhold its assent to the whole or any part of the issue 
applied for, and to require, as a condition of its consent, 
that the petitioning company increase its sei^vice, reduce 
its dividends, or retire part of its outstanding obliga- 
tions. Securities issued otherwise than in pursuance of 
the commission's certificate of authorization, duly re- 
corded upon the company's books, should be void. 

Second. No utility should be permitted to issue cap- 
ital stock at less than par, fully paid in cash, or in 
property at a valuation fixed by the commission. The 
securities of a new or reorganized company should be 
limited to an amount not exceeding in the aggregate the 
structural value of its plant and equipment, the reason- 
able expenses of organization, and the cash actually in 
hand — all to be ascertained and certified by the com- 
mission. 

Third. Payment for labor or services in stock or 
other securities and the capitalization of any franchise 
at more than the compensation actually paid to tte public 
grantor thereof, or of '^ good will" at any amount, should 
be expressly prohibited. To permit the promoter or 
underwriter to receive a block of stock is to encourage 
speculative enterprises and open the door to overcapital- 
ization. Legitimate services of organization should be 
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compensated in the same way as the work of an engineer 
or building contractor. ^'Good will" obviously has no 
application to a monopoly, and a public grant should not 
be made the means of extraordinary profits. 

Four. Stock or scrip dividends, shareholders' priv- 
ileged subscriptions to stock or bonds, and every other 
form of *' melon cutting", should be expressly forbidden. 
As a preventive, all stock and other securities should be 
offered at public sale. It should, however, be provided 
that a minimum or refusal price may be fixed by the 
issuing corporation, and that the securities may be of- 
fered in successive blocks or, with the commission's 
approval, be marketed through underwriters. Without 
such safeguards public sale might depress the price of 
securities below their real value. 

Promoters, magnates, and security vendors at large 
may be expected to protest against such rigorous restric- 
tions as are here proposed. But thorough trial in Massa- 
chusetts, and a briefer experience in other States, have 
demonstrated that stock watering is not necessary to the 
legitimate promotion of public utility enterprises. Eea- 
sonable returns with good security suffice to attract all 
the capital required for the public convenience. Beyond 
this point the protection of investors is more important 
than the encouragement of speculation. 

MEBGERS OF PUBLIC UTILITIES 

Mergers, under proper safeguards, ought to be en- 
couraged. The amalgamation of competing utilities 
avoids much senseless waste. There are marked econ- 
omies also in the joint operation of a telegraph and a 
telephone system, of a street railway and a commercial 
power plant, or of a gas and an electric lighting estab- 
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lishment. It may even be advantageous to combine all 
the' utilities of the same community. Such a consolida- 
tion would effect important savings in superintendence 
and office expenses, in the cost of reading meters and 
making collections, in the purchase of fuel and materials, 
and in the engineering and construction departments. 
Under such restrictions as will secure to the public a fair 
share in these economies, the consolidation of utilities in 
the same territory is an advantage to consumers as well 
as owners. 

Even the acquisition of non-contiguous properties by 
a holding company may be a public gain. Much, if not 
most, of the capital invested in Iowa utilities is owned in 
New England, New York, Pennsylvania, and other east- 
em States. Such capital can be had on better terms and 
at lower rates by such well-known corporations as the 
United Gas Improvement Company, the McKinley Syn- 
dicate, or even the newly formed Iowa Railway and Light 
Company, than by an obscure utility in a country town 
the very name of which is unfamiliar to eastern capital- 
ists. 

But, while freely admitting and seeking to secure the 
advantages of combination, it is needful to guard against 
its dangers. Not only is the power of a monopoly over 
its patrons strengthened by its union with others, but a 
merger is commonly made an occasion of stock watering. 
Whatever the capitalization of the companies consoli- 
dated, the aggregate of securities is pretty sure to be in- 
creased by the amalgamation. 

To protect the public, while permitting legitimate con- 
solidations, three restrictions appear to be necessary. 

First. No utility shall sell, assign, convey, lease, 
mortgage, create any lien against, or transfer in any 
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manner whatsoever, its franchise, works, plant, or prop- 
erty of any description (except materials and supplies 
disposed of in the ordinary course of business), without 
first obtaining from the commission a certificate of ap- 
proval, to be granted or refused within the discretion of 
the commission ; and then only upon terms and conditions 
approved by the commission. 

Second. No corporation, company, partnership, firm 
or association shall acquire more than ten per cent of the 
stock, bonds, or other securities of any utility, except 
with the commission's approval as above set forth. 

Third. The securities issued in exchange for any util- 
ity plant or property, or for the stock or bonds thereof, 
shall not exceed the structural value of the property de- 
voted to the public service, the ''going value" of the 
business (in which term shall be included only the reason- 
able expenses of organization and the reasonable costs of 
building up the business) and the compensation actually 
paid to the public grantor for its franchise — all to be 
ascertained and certified by the commission. 

REGULATION OF COMPETITION 

''There are few things which the industrial history of 
advanced nations proves more conclusively than that 
competition in the field of public utilities has failed to 
insure reasonably adequate service at reasonable 
rates ''.^26 j^ ig j^q^ necessary to go far afield in search 
of illustration. Sioux City, Clinton, Dubuque, Iowa City, 
Webster City, Centerville, and other places in this State 
have enjoyed the benefits of competing telephone service. 
Des Moines and Sioux City have indulged the craving 
for competition in electric lighting. Burlington boasts of 
two gas companies. The experience of these Iowa com- 
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munities has not been more fortunate than that of larger 
cities in other States. One after another local telephone 
systems have been absorbed by the Bell interests. Gas 
and electric companies have consolidated with each other 
or been acquired by holding corporations. The process of 
consolidation has already proceeded far: of fifty com- 
panies examined by the writer, twelve supply two or 
more kinds of service. The policy of competition has 
broken down in Iowa, as indeed it has everywhere else. 
In view of the uniform failure of attempts at compe- 
tition, of the enormous losses which have been incurred 
in such attempts, and of the increases of capitalization 
and deterioration of service that usually have followed 
upon the abandonment of these experiments, it can hard- 
ly be doubted that regulated monopoly is the wiser policy. 
None the less, the power to permit competition may well 
be retained as a threat or club to hold monopolists to the 
faithful performance of their public duties. These two 
objects are probably best secured by prohibiting the 
establishment of any utility in competition with one al- 
ready in existence unless the commission, after notice to 
all parties concerned and a hearing, shall find and certify 
that public convenience and necessity require such addi- 
tional utility. 

PUBLIC UTILITY FRANCHISES 

With respect to the granting of franchises, two re- 
strictions appear necessary for the protection of invest- 
ors as well as of the public. 

First. No franchise granted by any municipality or 
other political sub-division of the State should be valid 
or operative until and unless the commission, after hear- 
ing, shall find that such franchise is necessary and proper 
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for the public convenience and properly conserves the 
public interests ; and the commission should be expressly- 
empowered to impose such conditions as to construction, 
equipment, maintenance, service, or operation as the 
public interests may require. Such a provision, coupled 
with the referendum requirement already in force in this 
State, would go far to do away with corruption in the 
granting of franchises. What is equally important, 
** jokers'^ would have little chance of surviving the triple 
ordeal of the city council, the electorate, and the com- 
mission. 

Second. The indeterminate permit law of Wisconsin 
has given general satisfaction both to the public ^^e g^j^^ ^^ 
the utilities affected.^^^ Under it the companies are as- 
sured of their rights in the streets and of protection 
against competition so long as they render reasonably 
satisfactory service at reasonable rates. They have no 
need to dicker with the local authorities for renewals of 
expiring grants. They are relieved from all fear of being 
forced to sacrifice their property at the expiration of any 
franchise and from all necessity of amortizing their in- 
vestment. The municipalities, for their part, are no 
longer bound by rigid contracts running for definite terms 
of years. If any utility fails to furnish adequate service 
another company may be chartered by the city, with the 
commission's consent, without regard to existing fran- 
chises. If any city wishes to operate its own utilities it 
need not wait, as now, for the termination of a grant. 

There is little doubt that the Wisconsin plan is far 
superior to the policy of short-term franchises now pur- 
sued in Iowa. If an indeterminate permit clause is to be 
effective, however, it must be amendatory of existing 
franchises. The Wisconsin act was at first elective ; and 



Digitized by 



Google 



URBAN UTILITIES IN IOWA 135 

Tinder it, within four years ^ time, but 62 companies out of 
445 surrendered their franchises in exchange for inde- 
terminate permits.^^® Fortunately, there is no question 
that the General Assembly of Iowa may, if it see fit, re- 
voke, amend, or impose conditions upon, existing public 
utility franchises, the power to do so having been ex- 
pressly reserved by statute ever since 1873.^29 

It should, therefore, be enacted that every license, 
permit, or franchise granted to any public utility by the 
State or any political sub-division thereof, subsequent to 
September 1, 1873, or which may hereafter be granted, 
shall have the effect of an indeterminate permit; that 
nothing contained in any such franchise, permit, or agree- 
ment shall prevent the construction or operation of a 
similar utility in the same municipality whenever the 
commission, upon petition of the municipality and after 
hearing, shall determine thiit such second utility is rea- 
sonably necessary for the public convenience; and that, 
notwithstanding the terms of any such franchise, permit 
or agreement, any municipality may, at any time, pur- 
chase any utility by compulsory process as hereinafter 
set forth. Any company whose franchise antedates Sep- 
tember 1, 1873, should be permitted to surrender what- 
ever rights it may possess under such franchise in 
exchange for an indeterminate permit as hereinbefore 
described. 

MUNICIPAL PLANTS 

Municipalities should have power to construct, ac- 
quire and operate street railways, gas, electric, and water 
works, ferries, bridges, markets, elevators, warehouses, 
cold storage houses, commercial heating and refriger- 
ating plants, and possibly other urban utilities. This 
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list is much longer than the present laws of this State 
allow; but all the enterprises mentioned have been suc- 
cessfully managed by European cities, and experiments 
in municipal operation, under proper safeguards, ought 
to be encouraged.^^^ To this end the constitutional debt 
limit should be so amended as not to apply to any obliga- 
tion secured only by lien against revenue-producing 
municipal property. Debts of this character impose no 
additional burden upon taxpayers and create no charge 
upon the ordinary revenues of the city, so that the rea- 
sons which support a statutory debt limit are inapplicable 
thereto. The present sinking fund requirements, also, 
appear to be unwise. If upkeep and depreciation are 
properly provided for a public utility is a permanent 
investment. To require that the capital so invested shall 
be amortized within twenty or twenty-five years is to 
burden one generation of consumers for the benefit of the 
next. It seems more just to fix rates at a point no higher 
than will suffice, after paying operating expenses, interest 
upon the investment, and taxes foregone because of pub- 
lic ownership, to keep the original capital unimpaired. 

The present provisions for the condemnation, by a 
municipality, of a privately owned utility are defective in 
two respects. First, the right of condemnation can be 
exercised only when a franchise has expired or been sur- 
rendered. Secondly, the court of condemnation possesses 
no special fitness for the making of appraisals and is 
hampered by the technical procedure of an ordinary court 
of law. Condemnation proceedings are, in fact, of the 
nature of litigation and subject to the same delay, ex- 
pense, and uncertainty. It will cost Des Moines not less 
than $15,000 to present its case for the acquisition of the 
local water works — and this, too, after the value of the 
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plant had already been ascertained by a master in 
chancery at a cost to the city of $14,000. This instance is 
an excellent argument {(fr making the commission's val- 
uation's conclusive, as hereinbefore proposed. 

Instead of this clumsy and inadequate method, the 
** indeterminate permit" clause, above set forth, requires 
a utility to sell, whenever the municipality wishes to buy, 
its property used and useful for the public service, the 
price being determined in the event of disagreement by 
the commission's appraisal. No municipality may enter 
into competition with an existing utility unless the com- 
mission shall find that such competition is reasonably 
necessary to the public convenience; but no city is re- 
quired to purchase any property not actually useful for 
the public service. The principles of valuation for munic- 
ipal purchase are, of course, the same as for rate-making; 
no allowance should be permitted for ^^good will", for 
capitalized monopoly earnings, or for any franchise, ex- 
cept the compensation actually paid therefor to the 
municipality. 

Bonds issued for the acquisition, construction, or 
equipment of municipal utilities should require the com- 
mission's approval, and the commission should have 
power to disallow, or to reduce the amount, or modify 
the terms of such bonds ; but the present rigid limits upon 
interest rate and period to run should be repealed. In- 
terest rates vary from time to time as well as from place 
to place, and it usually is cheaper to pay a somewhat 
higher rate than to sell bonds at a heavy discount. The 
restriction of bonds to a twenty-year period ^^^ is of a 
piece with the sinking fund policy. Long-term bonds in- 
variably command a higher price, or, what comes to the 
same thing, a lower interest rate in the market. Short- 
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term debentures should be resorted to, by a public body, 
only in periods of abnormally high interest. 

Municipal plants should be' subject to the commis- 
sion's jurisdiction with respect to accounts, rates, and 
service to the same extent as privately owned utilities. 
A public undertaking, to be sure, has not the same motive 
as a private monopoly to exploit its patrons. But there 
is considerable danger that private consumers may be 
compelled to pay for service furnished gratis to the city 
or, on the contrary, that rates may be made so low as to 
not provide for interest, upkeep, and depreciation. Wis- 
consin 's experience shows that municipal utilities are 
likely to discriminate as between different classes of pri- 
vate consumers ; and even personal discrimination may be 
brought about by political influence or otherwise. Ser- 
vice, also, is sure to be improved by State inspection and 
the requirement of station records. The need of State 
supervision over municipal accounts has been sufficiently 
emphasized in another connection. 

POWEBS OF MUNICIPALITIES 

Every municipality should have power (1) to deter- 
mine by franchise, contract, ordinance, or otherwise the 
terms and conditions upon which any utility may occupy 
its streets, alleys, and other public places; (2) to exercise 
continuing police control over poles, wires, conduits, 
tracks, and other structures in, under, over, or along such 
highways or public places, and over all cars or other 
vehicles operated thereon; and (3) to require additions 
to plant or equipment or extensions into new territory. 
To prevent injustice an appeal should lie to the commis- 
sion which should be empowered to set aside any ordi- 
nance, contract, or franchise which it might find to be 
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unreasonable, unlawful, or prejudicial to the public inter- 
est; but no utility should be permitted to occupy the 
highways of, or operate within, any municipality without 
first obtaining the consent of the city council and of a 
majority of the qualified electors voting thereon. 

COURT REVIEW 

It is desirable to confine appeals from the commission 
to the courts within somewhat narrow limits, not alone to 
save litigation but to make the intended regulation ef- 
fective. As was pointed out in the third section of this 
paper, an administrative board constituted like the Rail- 
road Commission of Wisconsin is far better fitted than 
any court in the land to pass upon the reasonableness of 
rates, the adequacy of service, or the necessity of addi- 
tional stocks or bonds. The commission is more expert 
in such matters than any court can ever become; it has 
much ampler and more trustworthy sources of informa- 
tion ; it is equally judicious ; and it is unhampered by that 
technicality which has ever been the mother of the law^s 
delays.^^^ There is no merit in the suggestion that the 
final determination of such questions by an administra- 
tive board would be an arbitrary exercise of power. 
Final decision must be vested somewhere, and may very 
properly be entrusted to the tribunal which is best fitted 
to exercise it. 

Ideally, then, the commission's findings should be final 
as to facts, including even ultimate conclusions of fact, 
and should be reviewable only on the grounds that the 
commission has exceeded its authority, or that it has not 
proceeded in accordance with law. Reason and analogy 
support such a limitation of judicial review. The find- 
ings of State civil service commissions ^^^ and of the 
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Federal Land Office ^^* have been given all the finality 
that is here suggested. The Immigration Commissioner, 
under the alien exclusion acts, is authorized to determine 
claims of citizenship, and his determination is not subject 
to court review.^^ The finding of a medical inspector 
that an alien immigrant is afflicted with a loathsome or 
contagious disease is conclusive of the fact, and adminis- 
trative officers may thereupon proceed to deport such 
alien and to collect a money penalty from the ship which 
brought him, without invoking judicial process.^^® The 
decision of the Superintendent of Public Instruction is, 
in Iowa, final as to questions of fact properly before 
him.^^'^ 

There is nothing in principle to distinguish the quasi- 
judicial functions exercised by administrative officers in 
these cases from the function of rate-making. The ques- 
tions to be passed upon are substantially similar. The 
reasonableness of a given rate, or schedule of rates, is 
necessarily a conclusion of fact drawn from a mass of 
inter-related facts. Whether a certain individual was 
entitled to a given mark in an examination, whether a 
certain immigrant was at a given date suffering from a 
particular disease, whether public convenience requires 
a school house to be re-located are likewise conclusions 
drawn from more or less intricate facts. If some of these 
questions are administrative in character, so are the oth- 
^j.g 338 If rights of travel and residence may safely be 
determined by administrative tribunals, so may the rates 
and service of public utilities. 

The courts in the United States are committed, how- 
ever, to the doctrine of judicial control over rate-making. 
It is not possible, therefore, to make the decisions of an 
administrative body conclusive as to the reasonableness 
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of rates or of orders affecting property rights.^^^ The 
utmost that can be done is to hedge about judicial review 
upon these matters with such safeguards as will serve to 
make the public service commission something more than 
an advisory body. There is no doubt that a State may 
to the extent permitted by its Constitution limit the juris- 
diction of its own courts ; and it appears to be settled that 
when a limited judicial review is permitted by the laws 
of the State parties will be required to exhaust their 
remedies there before applying to the Federal courts.^*® 

Some of the most effective restraints imposed upon 
judicial review in other States are impracticable in Iowa. 
Judicial functions can not here be vested in an adminis- 
trative body, as has been done in Oklahoma and Cali- 
fornia, since rigid separation of powers is enforced by 
the State Constitution.^*^ Hence review can not be had 
by appeal, certiorari, or writ of error. Nor can cases be 
carried directly from the commission to the Supreme 
Court, though that would be a great gain in time and ex- 
pense, since that court has appellate jurisdiction only.^*^ 

Perhaps it would be most expedient to enact that any 
party aggrieved by an order of the commission may, 
within thirty days after the rendition thereof, commence 
a suit in equity, in the District Court of Polk County, 
against the commission as defendant, to set aside such 
order on the ground that the same is unlawful, or un- 
reasonable, or was obtained by fraud, or was without the 
jurisdiction of the commission ; and that, except as above 
provided, no order or decision of the commission shall be 
questioned in any court of this State. The record certi- 
fied by the commission should be the sole evidence ad- 
missible (except as to the allegation of fraud) in any such 
action to vacate an order of the commission, but any 
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party having new evidence to present should be granted 
a rehearing as of right by the commission. 

The commission's findings as to the value of property 
devoted to the public service should be final ; and no court 
of the State should have jurisdiction, by mandamus or 
otherwise, to compel the conmiission to grant any cer- 
tificate that public convenience and necessity require a 
second utility in competition with one already in exist- 
ence, or to approve any proposed issue of stocks or 
bonds by a public service company, or any transference 
of the franchise or other property of any utility, or to 
consent to the terms of any franchise granted by any 
municipality. 

Appeal would, of course, lie from the District to the 
Supreme Court as in other civil cases. To avoid delay, 
actions brought against the conmiission should be given 
precedence over all other civil cases without regard to 
position on the calendar. 

To prevent dilatory appeals it should be provided 
that no order of the commission shall be suspended, by 
injunction or otherwise, except after notice to the com- 
mission, hearing, and a specific finding by the court that 
great and irreparable damage would ensue from the en- 
forcement of the order. No order continuing rates al- 
ready in force should be suspended at all nor any order 
reducing rates without a supersedeas bond to refund the 
difference between the charges collected pending final de- 
termination and the rates ordered by the commission, if 
the same shall be finally sustained; and the appellant 
company should be required to keep accounts showing 
the amount of such excess charges and the names and ad- 
dresses of the persons to whom the same may become 
refundable. 
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SUPPORT OF THE COMMISSION 

The enactment of rigorous restrictions upon public 
service companies and the vesting of broad powers in a 
public service commission will avail little unless ample 
provision is made for carrying this legislation into effect. 
Penny-wise economy has been the bane of governmental 
regulation in this country — and particularly in this 
State. The factory laws of Iowa never have been proper- 
ly enforced for want of an adequate inspectional staff. 
The stock and bond act of 1907 has remained nugatory 
for lack of administrative machinery. The State super- 
vision of municipal accounts is farcical for the same 
reason. The Board of Railroad Commissioners has been 
less effective than could be wished because it has been 
accorded only a beggarly $25,000 a year. There is grave 
danger that the same mistake will be made, as it has been 
made by a number of States, in setting up a public service 
commission. 

Public utility regulation is a scientific matter, calling 
for a higher degree and a greater mass of expert knowl- 
edge than the people of Iowa hitherto have recognized.^*^ 
Three commissioners without special training and with 
the assistance only of a few ordinary clerks and stenog- 
raphers can not cope intelligently with the complex prob- 
lems of valuation, accounting, rate-making, and service 
standards. If the regulation is to be effective, the com- 
mission must be composed of high grade men, able to 
command $5,000 a year in private callings ; and it must be 
provided with a staff of rate experts, accountants, statis- 
ticians, and engineers at least equal to the staff of any 
public service company in the State. An annual appro- 
priation of $100,000 is the minimum that should be made 
for its support. 
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To some this may seem a large amount of money to 
place in the hands of an administrative body. Yet it is a 
less amount than the Des Moines Gas Company spent on 
a single lawsuit, and it is small in comparison with the 
yearly sums devoted by the public service companies of 
Iowa to their governmental relationships. It must be re- 
membered that the State has a larger stake in public 
utilities than has any private corporation. The cost of 
effective supervision will be at most but a very small 
percentage of what the people pay for utility services. 
Even the very expensive Public Service Commission for 
the First District of New York could be supported by a 
tax of twenty-eight cents on the hundred dollars of light- 
ing and local transportation receipts.^^^ Such an expend- 
iture should be saved many times over by the regulation 
of public utilities in the interest of the whole people. A 
reduction of ten per cent in the price of gas would save 
$50,000 annually to the residents of Des Moines alone. 
Standardization of artificial gas throughout the State 
would probably result in a saving to the consumers of gas 
throughout Iowa that would more than offset the entire 
cost of the commission. 

Funds for the commission's maintenance can readily 
be secured, and that without burdening any existing 
source of revenue. It is only necessary to impose a fee, 
as in Wisconsin,^*^ of one dollar for each thousand dol- 
lars, par value, of stocks and bonds approved by the 
commission. Such a tax would work no hardship, since 
the commission's approval would add more than the 
amount of the fee to the market value of the securities so 
approved. Of course, all fees should be paid directly 
into the State treasury and the commission's support be 
made wholly independent of the amount of fees collected. 
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The bogey of paternalism has of ten sufficed to fright- 
en legislatures from measures that were socially wise and 
necessary. This ancient scarecrow, on more than one 
occasion, has done yeoman service in Iowa. But, happily, 
its usefulness is well-nigh at an end. Thoughtful men 
nowadays concern themselves but little with abstract doc- 
trines of government. Their queries are what is the 
work to be done, and what instrument is best fitted to do 
it? Whether that instrument be private enterprise or 
public authority, the local, State, or Federal government, 
matters not at all provided the end in view is attained. 
It so happens that circumstances just now call for an 
increase of governmental activity, and this line of growth 
promises to continue for a generation to come. The 
great era of competition is past. More and more monop- 
oly dominates the field of capitalistic industry. Unless 
the economies of monopoly are to be foregone or its ad- 
vantages are to inure solely to the monopolists, public 
supervision must be extended to many businesses hitherto 
deemed private. Those States which lead the way in 
regulating industries already recognized as quasi-public 
in character are creating the machinery and accumulat- 
ing the knowledge that will be required to cope effectu- 
ally with the larger problems of tomorrow. Contrary- 
wise, those Commonwealths which cling to the out-worn 
policy of laissez faire will presently find themselves ^at 
grave disadvantage when called upon to control monop- 
oly in an aggravated form. 

Iowa's legislators should be able to pass a better 
public utilities law than any hitherto enacted. They have 
before them the experience and experimentation of near- 
ly a score of States. They are less hampered by vested 
abuses and less beset by corporate influence than were the 

10 
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legislatures of the older and richer Commonwealths. It 
is especially to be hoped, therefore, that they will avoid 
the mistakes and weaknesses of existing statutes and will 
lay broad and deep the foundations of public utility 
regulation. 
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The American Commonwealth (Edition of 1910), Vol. II, pp. 406-426, '*The 
Philadelphia Gas Bing"; Steffens's The Shame of the Cities. 

88 Gray's The Gas Supply of Boston in The Quarterly Journal of Eco- 
nomics, Vol. XII, pp. 419-446; Vol. XIII, pp. 292-313; Vol. XIV, pp. 87- 
120. 

80 Wilcox's The Control of Public Service Corporations in Detroit in The 
Annals of the American Academy of Political and Social Science, Vol. 
XXXI, pp. 576-592. 

»o Hotchkiss 's Chicago Traction : A Study in Political Evolution in 
The Annals of the American Academy of Political and Social Science, Vol. 
XXVIII, pp. 385-404; Vol. XXXI, pp. 619-629. 

91 Bemis 's The Street Bailway Settlement in Cleveland in The Quarterly 
Journal of Economics, Vol. XXII, pp. 543-575. 

92 The Begister and Leader (Des Moines), February 28, 1910; August 
22, 1912. 

03 Statement by Alderman William J. Pringle, Chairman of the Council 
Sub-committee on Gas, Oil, and Electric Light. 

0* See Chicago papers, April to August, 1911. 

05 Bemis 's Beport on the Price of Gas in Chicago, p. 5. 

o«Dick vs, Madison Water Commissioners, 5 Wisconsin Bailroad Com- 
mission Reports 731-791, at 743, 789, 791, (1910). 

07 In re Jefferson Municipal Electric Light and Water Plant, 5 Wiscon- 
sin Bailroad Commission Beports 555-591, at 557, 585, (1910). 

08 Jn re Cumberland Municipal Electric Light Plant, 4 Wisconsin Bail- 
road Commission Beports 214-232, at 215, (1909). 

99 Beport of Dubuque City Water WorTcs for the Year ending May 31, 
1911. 

100 See, for example, In re Jefferson Municipal Electric Light and Water 
' Plant, 5 Wisconsin Bailroad Commission Beports 555-591, at 585, (1910) 

— secret below-cost rates to certain large consumers. 

101 Dick vs. Madison Water Commissioners, 5 Wisconsin Bailroad Com- 
mission Beports 731-791, at 790, 791, (1910) — free water to city, schools, 
and churches. 

102 In re Cumberland Municipal Electric Light Plant, 4 Wisconsin Bail- 
road Commission Beports 214-232, at 217, 218, (1909). 
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108 Minneapolis, St. Paul and Sault Ste. Marie Railway Company vs, 
Bailroad Commission of Wisconsin, 136 Wisconsin 146, 159, (1908). 

104 Constitution of Iowa, 1857, Art. Ill, Sec. 30; Art. VIII, Sec. 1. 

lOB The language of Mr. Justice Moody in City of Knoxville vs, Knoxville 
Water Company, 212 United States 1, 18, (1909). 

106 Munn vs, Illinois, 94 United States 113, 133, 134, (1876) ; Chicago, 
Burlington and Quiney Railway vs, Iowa, 94 United States 155, (1876) ; 
Peik vs, Chicago and Northwestern Railway Company, 94 United States 164, 
(1876) ; Chicago, Milwaukee and St. Paul Railroad Company vs, Ackley, 94 
United States 179, (1876) ; Winona and St. Peter Railroad Company vs, 
Blake, 94 United States 180, (1876) ; Stone vs, Wisconsin, 94 United States 
181, (1876). 

107 Railroad Commission Cases, 116 United States 307, (1886) — remarks 
of Mr. Chief Justice Waite at page 331: 'Trom what has thus been said, 
it is not to be inferred that this power of limitation or regulation is itself 
without limit. This power to regulate is not a power to destroy, and limita- 
tion is not the equivalent of confiscation. Under pretence of regulating 
fares and freights, the State can not require a railroad corporation to 
carry persons or property without reward; neither can it do that which in 
law amounts to a taking of private property for public use without just 
compensation, or without due process of law". 

See also Chicago, Milwaukee and St. Paul Railroad Company vs, Minne- 
sota, 134 United States 418, (1890) — remarks of Mr. Justice Blatchford 
at page 458: "The question of the reasonableness of a rate of charge for 
transportation by a railroad company, involving as it does the element of 
reasonableness both as regards the company and as regards the public, is 
eminently a question for judicial investigation, requiring due process of 
law for its determination". 

Finally, see Reagan vs. Farmers' Loan and Trust Company, 154 United 
States 362, (1894) — remarks of Mr. Justice Brewer at page 399: "These 
cases all support the proposition that while it is not the province of the 
courts to enter upon the merely administrative duty of framing a tariff of 
rates for carriage, it is within the scope of judicial power and a part of 
judicial duty to restrain anything which, in the form of a regulation of 
rates, operates to deny to the owners of property invested in the business ' 
of transportation that equal protection which is the constitutional right of 
all owners of other property." 

Compare Wyman's Public Service Corporations, Sees. 1427-1429. 

108 Wilcox vs. Consolidated Gas Company, 212 United States 19, 41, 
(1909); San Diego Land and Town Company vs. National City, 174 United 
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States 739, 754, (1899) ; San Diego Land and Town Company vs. Jasper, 
189 United States 439, 442, (1903) ; City of Knoxville vs. Knoxville Water 
Company, 212 United States 1, 8, (1909) ; Cedar Rapids Gas Light Company 
vs. City of Cedar Rapids, 144 Iowa 426, 447, (1909). 

109 Minneapolis, St. Paul and Sault Ste. Marie Railway Company vs. 
Railroad Commission of Wisconsin, 136 Wisconsin 146, 164, (1908). 

110 Smyth vs. Ames, 169 United States 466, 546, 547, (1898); Hill vs. 
Antigo Water Company, 3 Wisconsin Railroad Commission Reports 623- 
777, at 631, (1909) ; Cunningham vs. Chippewa Falls Water Works and 
Lighting Company, 5 Wisconsin Railroad Commission Reports 302-359, at 
308, 309, (1910) ; Buell vs. Chicago, Milwaukee and St. Paul Railway Com- 
pany, 1 Wisconsin Railroad Commission Reports 324-507, at 333, (1907). 

111 Prentiss vs. Atlantic Coast Line Company, 211 United States 210, 
226, (1908) and the cases cited in note 107 above. 

112 Prentiss vs. Atlantic Coast Line Company, 211 United States 210, 
226, (1908). "A judicial inquiry investigates, declares and enforces lia- 
bilities as they stand on present or past facts and under laws supposed 
already to exist. Legislation on the other hand looks to the future and 
changes existing conditions by making a new rule to be applied thereafter 
to^ all or some part of those subject to its power. ' ' 

See also the cases cited in note 108 above. 

118 Chicago and Northwestern Railway Company vs. Dey, 35 Federal 
Reporter 866, 874, (1888). 

11* See Goodnow's Principles of Administrative Law in the United 
States, Ch. I; Wyman's Public Service Corporations, Section 1404. ~ 

115 Wayman vs. Southard, 10 Wheaton 1 (United States, 1825) ; Rail- 
road Commission Cases, 116 United States 307, (1886) ; Texas and Pacific 
Railway Company vs. Abilene Cotton Oil Company, 204 United States 426, 
(1907); Buttfield vs. Stranahan, 192 United States 470, (1904); Village of 
Saratoga Springs vs. Saratoga Gas, Electric Light and Power Company, 191 
New York 123, (1908) ; Chicago, Burlington and Quincy Railroad Company 
vs. Jones, 149 Illinois 361, (1894) ; Minneapolis, St. Paul and Sault Ste. 
Marie Railway Company vs. Railroad Commission of Wisconsin, 136 Wiscon- 
sin 146, 159, 161, (1908). 

ii« Reagan vs. Farmers' Loan and Trust Company, 154 United States 
362, (1894) ; Interstate Commerce Commission vs. Cincinnati, New Orleans 
and Texas and Pacific Railway Company, 167 United States 479, (1897); 
State vs. New Haven and Northampton Company, 43 Connecticut 351, 
(1876) ; State vs. Atlantic Coast Line Railroad Company, 51 Florida 543, 
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578, (1906) ; Minneapolis, St. Paul and Sanlt Ste. Marie Bailwaj Company 
V8. Railroad Commission of Wisconsin, 136 Wisconsin 146, 157, (1908). 

ii^Goodnow's Prijidples of Administrative Law in the United States, 
Chs. I, m, and IV; Powell's Separation of Powers in the Political Science 
Quarterly, June, 1912; Goodnow's Social Beform and the Constitution, Ch. 
V. 

118 See Friedman 's A Word About Commissions in the Harvard Law 
Beview, Vol. XXV, pp. 704-716; and espeeiallj the cases collected in Ivins 
and Mason's The Control of Public Utilities, pp. 51-65, 479, 480. 

ii» Acts and Besolves of Massachusetts, 1885, Ch. 314. 

120 Acts and Besolves of Massachusetts, 1887, Ch. 385. 

121 Gray 's The Gas Commission of Massachusetts in The Quarterly Jour- 
nal of Economics, Vol. XIV, pp. 509, 517, 518. 

122 Allen's State Supervision in Massachusetts in Municipal A fairs. Vol. 
IV, p. 526; Gray's Competition and Capitalisation as Controlled by the 
Massachusetts Gas Commission in The Quarterly Journal of Economics, Vol. 
XV, pp. 254-276; Bullock's Control of the Capitalisation of Public Service 
Corporations in Massachusetts in The Publications of the American Eco- 
nomic Association, Series 3, Vol. X, pp. 384-414, 1909; Bipley's The Cap- 
italization of Public Service Corporations in The Quarterly Journal of 
Economics, Vol. XV, pp. 106-137. For a less favorable view see Adams's 
Municipal Gas and Electric Plants in Massachusetts in the Political Science 
Quarterly, Vol. XVII, pp. 247-255. 

128 Acts and Besolves of Massachusetts, 1906, Ch. 433. 

124 Wright's development of Transit Control in New York City in The 
Annals of the American Academy of Political and Social Science, Vol. 
XXXI, pp. 552-575. 

125 Annual Message of Governor Hughes, 1907, New York Senate Docu- 
ments, 30th Session, Vol. I, pp. 15-18. 

126 Laws of New York, 1907, Ch. 480. 

See Osborne's The Public Service Commissions Law of New York in The 
City Club Bulletin, April 18, 1908, and in The Proceedings of the American 
Political Science Association, 1907, pp. 287-304; Brudre's Public Utilities 
Begulations in New York in The Annals of the American Academy of Po- 
litical and Social Science, Vol. XXXI, pp. 535-551. 

i27Gannaway's The Public Service Corporation Question in The Munic- 
ipality, Vol. VII, pp. 64-72. 
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138 Laws of Wisconsin, 1905, Ch. 362. 

129 Xa FoUette's Autobiography in The American Magazine for May, 
1912. 

130 Laws of Wisconsin, 1907, Ch. 499. 

131 Statement to writer by Mr. Halford Erickson of the Bailroad Com' 
mission of Wisconsin. 

182 An Act approved August 22, 1907, Enlarging the Powers of the Baih 
road Commission of Georgia (pamphlet). 

183 Acts of Vermont, 1908, No. 116. 

18* Public Laws of Maryland, 1910, Ch. 180. j 

185 Laws of New Jersey, 1910, Ch. 195. : 

186 Laws of California, 1911, Ch. 14. 

137 Public Acts of Connecticut, 1911, Ch. 128. i 

188 Laws of Kansas, 1911, Ch. 238. 

189 Laws of Nevada, 1911, Ch. 162. 

1*0 Laws of New Hampshire, 1911, Ch. 164. 

1*1 Laws of Ohio, 1911, Ch. 549. , 

1*2 Laws of Washington, 1911, Ch. 117. 

1*3 Laws of Bhode Island, 1911, Ch. 795. 

1** Constitution of Oklahoma, Article IX. 

1*5 Laws of Oregon, 1911, Ch. 279. 

i*« The California Railroad Commission was established in 1891, but 
received jurisdiction over urban utilities in 1912; the Qeorgia Bailroad 
Commission dates from 1879, but its jurisdiction over urban utilities dates 
from 1907; the Massachusetts Highway Commission was created in 1893, 
but received jurisdiction over telegraph and telephone companies in 1906; 
the Wisconsin Bailroad Commission was established in 1905, but its juris- 
diction was extended to urban utilities in 1907. 

1*7 Brudre 's Public Utilities Regulation in New YorTc in The Annals of 
the American Academy of Political and Social Science, Vol. XXI, pp. 535, 
551. 

1*8 Bevised Statutes of Wisconsin, Sec. 1797 m-8, 9, 11, 12, 13, 14, 16, 
18; Laws of Oregon, 1911, Ch. 279, Sees. 11, 12, 13; Gas and Electricity 
Laws of Massachusetts (pamphlet, 1910), p. 29; Laws of Nevada, 1911, 
Ch. 162, Sec. 7; Laws of Kansas, 1911, Ch. 238, Sees. 23, 29. 

11 
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14.9 Public utilities Act of California, 1911, Sec. 48; Public Utilities Act 
of Georgia, 1907, Sec. 6; Public Service Commission Law of Maryland, a 
pamphlet published hj the Public Service Commission in 1912, Sees. 24, 
31%; Public Service Commission Act of New Hampshire (pamphlet, 1911), 
Sec. 6; Public Utilities Act of New Jersey (pamphlet, 1911), Sec. 17d; 
Public Service Commissions Law of New York, a pamphlet iBsued hj the 
Public Service Commission of the First District in 1911, Sees. 52, 66-4; 
Laws of Ohio, 1911, Ch. 549, Sec. 12; Cotistitution of Oklahoma, Art. IX, 
Sec. 29; Public Service Commission Act of Washington (pamphlet, 1912), 
Sec. 78. 

ifioBevised Statutes of Wisconsin, Sec. 1797 m-15; Public Utilities Laws 
of Oregon (pamphlet published hj the Bailroad Commission of Oregon, 
1911), Sec. 496; Laws of Ohio, 1911, Ch. 549, Sees. 51, 52; Public Utilities 
Act of New Jersey, Sec. 17 (f ) ; Public Utilities Act of California, Sec. 49. 

161 Laws of Kansas, 1911, Ch. 238, Sec. 37. 

iii2Bevised Statutes of Wisconsin, Sec. 1797 m-38; Public Utilities Laws 
of Oregon, 1911, Sec. 495; Laws of Kansas, 1911, Ch. 238, Sec. 29. 

iss Public Utilities Laws of Wisconsin, 1911, Sec. 1797 m-5; Public 
Service Commission Law of Washington, 1912, Sec. 92; Constitution of 
Oklahoma, Art. IX, Sec. 29; Public Utilities Laws of Oregon, 1911, Sec. 488. 

154. Public Utilities Act of California, 1911, Sec. 47; Public Utilities Act 
of Georgia, 1907, Sec. 7; Public Service Commission Law of Maryland, 1912, 
Sec. 30, 31%; Laws of Nevada, 1911, Ch. 162, Sec. 6; Public Utilities Act 
of New Jersey, 1911, Sec. 16, (b) ; Laws of Ohio, 1911, Ch. 549, Sec. 26. 

166 Acts and Besolves of Massachusetts, 1868, Ch. 310. 

186 The Public Service Commissions Law of New York, 1911, Sees. 55, 69. 

167 Public Utilities Act of California, 1911, Sec. 52; Public Utilities Act 
of Georgia, 1907, Sec. 8 ; Public Service Commission Law of Maryland, 1912, 
Sees. 27, 34; Public Service Commission Act of New Hampshire, 1911, Sec. 
14. 

168 Laws of Wisconsin, 1911, Ch. 593. 

169 Laws of Kansas, 1911, Ch. 238, Sees. 25, 26, 34, 35. 

160 Laws of Ohio, 1911, Ch. 549, Sees. 56, 57, 58, 61, 62. 

1^1 Public Utilities Act of New Jersey, 1911, Sec. 18 (e) ; Acts of 
Vermont, 1908, No. 116, Sec. 16; Public Service Laws of Vermont, 1911, pp. 
113, 114. 

192 Acts and Besolves of Massachusetts, 1908, Ch. 529; 1909, Ch. 316; 
Gas and Electricity Laws of Massachusetts, 1910, pp. 26, 27. 
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i«s Laws of Ohio, 1911, Ch. 549, Sees. 63, 64, 65. 

i»* Public Utilities Act of California, 1911, Sec. 51 (a) ; Laws of Ohio, 

1911, Ch. 549, Sec. 63. 

lan Public Service Commissions Law of New York, 1911, Sees. 54, 70; 
Laws of Kansas, 1911, Oh. 238, Sec. 36; Public Service Commission Law of 
Maryland, 1912, Sees. 26, 35; Public Service Commission Act of New Hamp- 
shire, 1911, Sec. 13, (b) ; Public Utilities Act of New Jersey, 1911, Sec. 
18 (h). 

166 Public Utilities Act of California, 1911, Sec. 51 (b) ; Laws of Kan- 
sas, 1911, Ch. 238, See. 27; Public Service Commission Law of Maryland, 

1912, Sees. 26, 35; Public Service Commission Act of New Hampshire, 1911, 
See. 13 (c); Public Utilities Act of New Jersey, 1911, See. 19; Public 
Service Commissions Law of New YorJc, 1911, Sees. 54 (2), 70; Laws of 
Ohio, 1911, Ch. 549, See. 63 (d). 

167 Laws of Wisconsin, 1911, Ch. 593 ; Public Utilities Laws of Wiscon- 
sin, 1911, See. 1753-11, 2. 

168 Public Utilities Act of California, 1911, See. 52 (b) ; Public Service 
Commission Law of Maryland, 1912, Sees. 27, 34; Acts and Besolves of 
Massachusetts, 1906, Ch. 392; 1908, Ch. 529; 1909, Ch. 316; Public Utilities 
Act of New Jersey, 1911, See. 18 (f ) ; Public Service Commissions Law of 
New York, 1911, Sees. 55, 69; Laws of Ohio, 1911, Ch. 549, Sec. 62; Bevised 
Statutes of Wisconsin, Sec. 1753-11, 2. 

169 Constitution of Oklahoma, Art. IX, Sec. 8, 9. 

no Public Utilities Act of California, 1911, See. 26; Laws of Ohio, 1911, 
Ch. 549, See. 76; Public Utilities Acts of Wisconsin, 1911, Sec. 1797m-75. 

171 Twenty-Fifth Annual Eeport of the Massachusetts Board of Gas and 
Electric Light Commissioners, 1909, pp. 13-15. 

172 Public Service Commissions Law of New York, 1911, Sees. 54-2, 70; 
Public Service Commission Law of Maryland, 1912, Sees. 26, 35; Public 
Utilities Act of New Jersey, 1911, See. 19. 

itz Public Service Commission Law of Maryland, 1912, Sec. 16; Public 
Service Commissions Law of New York, 1911, See. 65-2; Laws of Ohio, 
1911, Ch. 549, Sec. 16; Public Utilities Acts of Oregon, 1911, a pamphlet 
issued by the Railroad Commission of Oregon, Sec. 542; Public Utilities Act 
of Bhode Island, 1912, See. 39 ; Public Service Commission Act of Washing- 
ton, 1912, See. 31; Bevised Statutes of Wisconsin, See. 1797m-89. 

174 Public Utilities Act of California, 1912, See. 32 ; Public Utilities Act 
of Georgia (pamphlet, 1907), Sec. 5; Laws of Kansas, 1911, Ch. 238, Sec. 
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16; Public Utilities Act of Nevada, 1911, Sec. 19; Public Utilities Act of 
New Jersey, 1911, Sec. 16 (c) ; Laws of Ohio, 1911, Ch. 549, Sec. 25; Con- 
stitution of Oklahoma, Art. IX, Sec. 18; Public Utilities Act of Oregon, 

1911, Sec. 530; Public Utilities Act of Ehode Island, 1912, Sec. 21; AcU 
of Vermont, 1908, No. 116, Sec. 9 (IV) ; Public Service Commission Law of 
Washington, 1911, Sec. 53; Revised Statutes of Wisconsin, Sec. 1797iii-46. 

175 Public Utilities Act of Connecticut, 1911, Sec. 23; Public Service 
Commission Law of Maryland, 1912, Sees. 23, 37; Bevised Laws of Massa- 
chusetts, 1910, Ch. 121, Sec. 35; Public Service Commission Act of New 
Hampshire, 1911, See. 11 (c) ; Public Service Commissions Law of New 
York, 1911, Sees. 49, 72. 

176 Acts and Besolves of Massachusetts, 1906, Ch. 433. 

177 Public Utilities Act of California, 1912, Sec. 14 (b) ; Laws of Kan- 
sas, 1911, Ch. 238, Sec. 11; Public Service Commission Law of Maryland, 

1912, Sec. 15; Public Utilities Act of Nevada, 1911, Sec. 11; Public Service 
Commission Act of New Jersey, 1911, Sec. 16 (d) ; Public Service Commis- 
sion Act of New Hampshire, 1911, Sec. 7 (a) ; Public Service Commissions 
Law of New York, 1911, Sec. 66 (12) ; Laws of Ohio, 1911, Ch. 549, Sec. 18; 
Public Utilities Acts of Oregon, 1911, Sees. 504, 506; Public Utilities Act of 
Bhode Island, 1912, Sec. 48; Acts of Vermont, 1908, No. 116, Sees. 18, 19; 
Public Service Commission Law of Washington, 1911, Sec. 14; Bevised 
Statutes of Wisconsin, Sec. 1797m-27, 29. 

ns Public Utilities Act of California, 1912, See. 63; Laws of Kansas, 
1911, Ch. 238, Sec. 30; Public Utilities Act of New Jersey, 1911, Sec. 
17 (h) ; Bevised Statutes of Wisconsin, Sec. 1797m-105. 

170 Public Service Commission Law of Washington, 1911, Sec. 15. 

180 Public Service Commissions Law of New York, 1911, Sec. 66-12. 

isi Public Utilities Act of California, 1912, Sec. 17-4 (b) ; Laws of 
Kansas, 1911, Ch. 238, Sec. 12; Public Service Commission Law of Mary- 
land, 1912, Sec. 16; Public Utilities Act of Nevada, 1911, Sec. 12; Laws of 
Ohio, 1911, Ch. 549, Sec. 20; Public Utilities Acts of Oregon, 1911, Sec. 
542; Public Utilities Act of Bhode Island, 1912, Sees. 39, 41; Public Service 
Commission Law of Washington, 1911, See. 29; Bevised Statutes of Wis- 
consin, See. 1797m-89. 

182 Public Utilities Act of California, 1912, See. 46 (a) ; Public Utilities 
Act of Connecticut, 1911, Sec. 19; Laws of Kansas, 1911, Ch. 238, Sec. 22; 
Public Service Commission Law of Maryland, Sec. 31% ; Bevised Laws of 
Massachusetts, Ch. 121, Sec. 6; Public Utilities Act of Nevada, 1911, Sec. 
10; Public Utilities Act of New Jersey, 1911, Sec. 16 (f); Public Service 
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Commissions Law of New York, 1911, Sec. 66-3; Laws of Ohio, 1911, Ch. 
649, Sees. 36, 38; Public Utilities Acts of Oregon, 1911, Sees. 500, 501; 
Public Utilities Act of Bhode Island, 1912, Sees. 45, 46; Acts of Vermont, 
1908, No. 116, Sec. 9(1); Public Service Commission Laws of Washington, 
1911, Sec. 54; Revised Statutes of Wisconsin, Sec. 1797 in-22, 23. 

188 Revised Laws of Massachusetts, Ch. 58, Sec. 14; Public Service Com- 
mission Act of New Hampshire, 1911, Sec. 5 (c) ; Public Service Commis- 
sions Law of New York, 1911, See. 66-2; Public Utilities Acts of Oregon, 
1911, Sec. 502; Public Service Commission Law of Washington, 1911, Sees. 
67, 74; Revised Statutes of Wisconsin, Sec. 1797 m-41. 

^^^ Revised Laws of Massachusetts, Ch. 58, Sec. 10; Public Service Com- 
mission Law of Maryland, 1911, Sec. 31% ; Public Service Commissions Law 
of New York, 1911, Sec. 67-2; Public Service Commission Law of Wash- 
ington, 1911, See. 74. 

185 Public Service Commission Law of Washington, 1911, Sec. 74. 

isQ Public Service Commissions Law of New York, 1911, Sec. 67-3; 
Public Service Commission Law of Washington, 1911, Sec. 74. 

187 Public Utilities Acts of Oregon, 1911, Sec. 502. 

^^^ Revised Statutes of Wisconsin, Sec. 1797m-24; Public Utilities Acts 
of Oregon, 1911, Sec. 502; Public Utilities Act of Rhode Island, 1912, Sec. 
47; Laws of Ohio, 1911, Ch. 549, Sec. 39; Public Utilities Act of New 
Jersey, 1911, Sec. 16 (h) ; Public Utilities Act of California, 1912, Sec. 
46 (a). 

189 Laws of Kansas, 1911, Ch. 238, Sec. 22. 

180 Public Utilities Act of California, 1912, Sec. 46 (c) ; Public Utilities 
Act of Connecticut, 1911, Sec. 20; Public Service Commission Law of Mary- 
land, 1911, See. 32; Revised Laws of Massachusetts, Ch. 121, Sec. 36; Ch. 
58, Sec. 11; Public Utilities Act of Nevada, 1911, Sec. 10; Public Utilities 
Act of New Jersey, 1911, Sec. 16 (j); Public Service Commissions Law of 
New York, 1911, Sec. 67-5; Laws of Ohio, 1911, Ch. 549, Sec. 39; Public 
Utilities Acts of Oregon, 1911, Sec. 502; Public Utilities Act of Rhode 
Island, 1912, Sec. 47; Public Service Commission Law of Washington, 1911, 
Sec. 74; Revised Statutes of Wisconsin, Sec. 1797m-24. 

^91 Public Utilities Act of California, 1912, Sec. 38; Public Utilities 
Act of Connecticut, 1911, Sec. 21; Public Service Commission Law of 
Maryland, 1911, See. 23; Laws of Ohio, 1911, Ch. 549, See. 44; Public 
Utilities Acts of Oregon, 1911, See. 487. 

192 Public Utilities Act of Connecticut, 1911, Sec. 21,. 
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193 Public Utilities Act of California, 1912, Sec. 40; Laws of Ohio, 1911, 
Ch. 549, Sec. 66; Constitution of Oklahoma, Art. IX, Sec. 5; Public Service 
Commission Law of Washington, 1»911, Sec. 73; Revised Statutes of Wis- 
consin, Sec. 1797m-4. 

104 Public Service Commission Law of Washington, 1911, Sees. 67, 70. 

195 Laws of Kansas, 1911, Ch. 238, Sec. 32. 

496 Public Utilities Act of Connecticut, 1911, Sees. 17, 18. 

197 Public Utilities Act of Nevada, 1911, Sec. 27; Public Service Com- 
missions Law of New York, 1911, Sec. 47; Public Utilities Acts of Oregon, 
1911, Sec. 552; Public Utilities Act of Bhode Island, 1912, Sec. 49; Acts of 
Vermont, 1908, No. 116, Sec. 7; Revised Statutes of Wisconsin, Sec. 1797m- 
101 ; Public Service Commission Law of Washington, 1911, Sec. 63. 

198 Revised Laws of Massachusetts, Ch. 121, Sec. 39. 

199 Public Service Commission Law of Maryland, 1912, Sec. 22. 

200 Public Utilities Act of California, 1912, Sec. 44. 

201 Acts and Resolves of Massachusetts, 1885, Ch. 314. 

202 Acts and Resolves of Massachusetts, 1887, Ch. 382. 

208 Gray 's Competition and Capitalization as Controlled by the Massa- 
chusetts Gas Commission in The Quarterly Journal of Economics, Vol. XV, 
pp. 254-260. 

2Q^ Public Utilities Act of California, 1912, Sec. 50 (a). 

205 Revised Statutes of Wisconsin, Sec. 1797m-74. 

206 Laws of Ohio, 1911, Ch. 549, Sec. 54. 

207 Laws of Kansas, 1911, Ch. 238, Sec. 31 ; Public Service Commission 
Law of Maryland, 1912, Sees. 26, 33; Public Utilities Act of New Hamp- 
shire, 1911, Sec. 13 (a); Public Utilities Act of New Jersey, 1911, Sec. 24; 
Public Service Commissions Law of New York, 1911, Sees. 53, 68. 

208 Acts of Vermont, 1908, No. 116, Sec. 23. 

209I^m;5 of Wisconsin, 1911, Ch. 596; Revised Statutes of Wisconsin, 
Sec. 1797m-74, 76, 77, 78. 

210 Revised Laws of Massachusetts, Ch. 25, Sec. 55; Ch. 34, Sec. 31. 

211 Public Utilities Act of Connecticut, 1911, See. 37. 

212 Public Utilities Act of Rhode Island, 1912, Sec. 61. 

213 Public Service Commissions Law of New York, 1911, Sec. 68. 
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21* Public Service Commission Law of Maryland, 1912, Sec. 33. 

215 Bevised Statutes of Wisconsin, Sec. 1797m-74 (3), 79, 80, 82. 

216 Bevised Laws of Massachusetts, Ch. 34, Sec. 10. 

217 Public Utilities Act of New Jersey, 1911, Sec. 25. 

218 Public Service Commission Law of Washington, Sees. 8, 105. 

219 Bevised Laws of Massachusetts, Ch. 34, Sees. 21, 22, 23, 24, 27, 29, 30, 
32; Public Service Commissions Law of New York, 1911, Sec. 66 j Acts of 
Vermont, 1908, No. 116, Sec. 2; Bevised Statutes of Wisconsin, Sec. 1797 
m-1. 

220 Public Utilities Act of California, 1912, Sec. 50 (c) ; Laws of Kan- 
sas, 1911, Ch. 238, Sec. 31; Public Service Commission Law of Maryland, 
1912, Sees. 26, 33, 42; Public Utilities Act of New Hampshire, 1911, Sec. 
13 (a); Public Utilities Act of New Jersey, 1911, Sec. 24; Public Service 
Commissions Law of New York, 1911, Sees. 53, 68; Bevised Laws of Massa- 
chusetts, Ch. 121, Sees. 25, 26, 27; Bevised Statutes of Wisconsin, Sec. 
1797m-74. 

221 PubUc Utilities Act of California, 1912, Sec. 50 (c) ; Laws of Kansas, 
1911, Ch. 238, Sec. 33; Public Service Commission Law of New Hampshire, 
1911, Sec. 13 (a) ; Public Utilities Act of New Jersey, 1911, Sec. 24. 

222 Public Utilities Act of Georgia, 1907, Sec. 5. 

228 Laws of Kansas, 1911, Ch. 238, Sec. 33; Public Utilities Acts of 
Oregon, 1911, Sec. 540; Bevised Statutes of Wisconsin, Sec. 1797m-87. 

224 Laws of Ohio, 1911, Ch. 549, Sees. 46-48, 53. 

220 Bevised Laws of Massachusetts, Ch. 121, Sees. 17, 19, 25, 26; Ch. 122, 
Sec. 2; Public Statutes of Vermont, Sees. 4520, 4525, 4836-4853. 

226 Laws of Kansas, 1911, Ch. 238, Sec. 33; Bevised Laws of Massa- 
chusetts, Ch. 121, Sec. 27; Laws of Ohio, 1911, Ch. 549, Sees. 46, 47, 53; 
Public Utilities Acts of Oregon, 1911, Sec. 540; Public Utilities Act of 
Bhode Island, 1912, Sec. 52; Acts of Vermont, 1908, No. 116, Sec. 17; 
Bevised Statutes of Wisconsin, Sec. 1797m-87. 

227 Public Utilities Act of California, 1912, Sec. 82. 

228 Public Utilities Act of California, 1912, Sec. 62; Public Utilities Act 
of Connecticut, 1911, Sec. 23; Laws of Kansas, 1911, Ch. 238, Sec. 33; 
Public Service Commission Law of Maryland, 1912, Sec. 33; Bevised Laws 
of Massachusetts, Ch. 121, Sec. 27; Public Service Commission Law of New 
Hampshire, 1911, Sec. 10 (c); Public Service Commissions Law of New 
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Yorlc, 1911, Sec. 71; Tublio Utilities Acta of Oregon, 1911, Sec. 525; Be- 
vised Statutes of Wisconsin, Sec. 1797m-52. 

220 Constitution of Oklahoma, Art. IX, Sec. 19. 

280 Acts and Besolves of Massachusetts, 1906, Ch. 433. 

28ip«ftKc Utilities Act of California, 1912, Sec. 67; Public Utilities Act 
of New Jersey, 1911, See. 38; Public Service Commission Law of Wash- 
ington, 1911, Sec. 86. 

2S2 Public Utilities Act of Connecticut, 1911, Sec. 29; Constitution of 
Olclahoma, Art. IX, Sec. 20; Public Utilities Act of Ehode Island, 1912, 
Sec. 34; Acts of Vermont, 1908, No. 116, Sec. 12. 

2SS ijaws of Kansas, 1911, Gh. 238, Sec. 21; Public Service Commission 
Law of Maryland, 1912, Sec. 43; Public Utilities Act of Nevada, 1911, Sec. 
26; Public Service Commission Act of New Hampshire, 1911, Sec. 17 (b) ; 
Laws of Ohio, 1911, Ch. 549, Sec. 72; Public Utilities AcU of Oregon, 1911, 
Sec. 533; Bevised Statutes of Wisconsin, See. 1797m-64. 

234 Public Utilities Act of Georgia, 1907, Sec. 12; Bevised Laws of 
Massachusetts, Gh. 121, Sees. 8, 9; Public Service Commissions Law of New 
York, 1911, Sec. 24. 

2M Public Utilities Act of California, 1912, Sec. 67; C<mstitution of 
Olclahoma, Art. IX, Sec. 20; Public Utilities Act of Bhode Island, 1912, Sec. 
34; Acts of Vermont, 1908, No. 116, Sec. 12. 

2se Public Utilities Act of Georgia, 1907, Sec. 14; Bevised Statutes of 
Wisconsin, Sec. 1797m-64. 

2B7 Public Utilities Act of Connecticut, 1911, Sec. 31. 

288 Public Utilities Acts of Oregon, 1911, Sec. 533. 

280 Public Utilities Act of New Jersey, 1911, Sec. 38. 

240 Public Utilities Act of California, 1912, Sec. 67. 

^^1 Public Utilities Act of California, 1912, Sec. 67; Public Utilities Act 
of New Jersey, 1911, Sec. 38; Constitution of Olclahoma, Art. IX, Sec. 22; 
Acts of Vermont, 1908, No. 116, Sec. 12; Public Service Commission Act of 
Washington, 1911, Sec. 86. 

^^^ Bevised Statutes of Wisconsin, Sec. 1797m-67; Public Utilities Act 
of Bhode Island, 1912, Sec. 37; Public Utilities Acts of Oregon, 1911, Sec. 
535; Public Service Commission Act of New Hampshire, 1911, Sec. 17 (d) ; 
Public Utilities Act of Nevada, 1911, Sec. 26 (b) ; Public Service Commis- 
sion Law of Maryland, 1912, Sec. 44. 
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24B Public utilities Act of California, 1912, Sec. 67; Acts of Vermont, 
1908, No. 116, Sec. 12. 

244 Public Service Commission Act of Washington, 1911, Sec. 92. 

245 Public Service Commission Law of Maryland, 1912, Sec. 46; Public 
Utilities Act of Nevada, 1911, Sec. 26 (e) ; Public Service Commission Act 
of New Hampshire, 1911, Sec. 17 (h) ; Public Utilities Acts of Oregon, 

1911, Sec. 537; Revised Statutes of Wisconsin, Sec. 1797m-70. 

246 Minneapolis, St. Paul and Sault Ste. Marie Railway Company vs. 
Railroad Commission of Wisconsin, 136 Wisconsin 146, 166, (1908). 

247 Cedar Rapids Gas Light Company vs» City of Cedar Rapids, 144 Iowa 
426, (1909); 223 United States 655, (1912), 32 Supreme Court Reporter, 
p. 389. 

248 City of Knoxville vs. Knoxville Water Company, 212 United States 
1, (1909). 

249 Constitution of Oklahoma, Art. IX, Sec. 21. 

250 Public Utilities Act of California, 1912, Sec. 68 (d). 

251 Public Service Commission Act of New Hampshire, 1911, Sec. 17 (g). 

262 Laws of Ohio, 1911, Ch. 549, Sec. 73; Public Utilities Acts of 
Oregon, 1911, Sec. 534; Public Service Commission Law of Washington, 

1912, Sec. 87. 

255 Public Utilities Act of Nevada, 1911, Sec. 26 (a). 
254 Revised Statutes of Wisconsin, Sec. 1797m-66. 

266 Public Service Commission Law of Maryland, 1912, Sec. 43. 

256 Public Utilities Act of California, 1912, Sec. 68 (b) ; Public Service 
Commission Act of Washington, 1912, Sec. 87. 

267 Thelen 's Report on Leading Railroad Commissions. 

258 Report of Committe de Public Service Corporations. 

250 See especially the articles by Professor Gray in The Quarterly Journal 
of Economics, Vol. XIV, p. 509; Vol. XV, p. 254. 

260 Twenty-sixth Annual Report of the Massachusetts Board of Gas and 
Electric Light Commissioners, 1910, p. 42. 

261 Twenty-sixth Annual Report of the Massachusetts Board of Gas and 
Electric Light Commissioners, 1910, pp. 39-42. 

262 Twenty-sixth Annual Report of the Massachusetts Board of Gas and 
Electric Light Commissioners, 1910, pp. 44-47. 
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263 For a clear aeeount see the Fourth Annual Report of the Railroad 
Commission of Wisconsin, 1909-1910, Part I. An interesting and suggestive 
sketch is contained in Max Thelen's Report on Leading Railroad Commis- 
sions, pp. 31-42. Many statements in the text are based on cases adjudged 
by the conunission. 

264 See the article by Mr. J. N. Cadby, Chief Inspector, in The Telephone 
Engineer for May, 1912. 

2«o On the New York commissions see Thelen's Report on Leading Rail- 
road Commissions, pp. 43-53, 65-73; Walker ^s State Regulation of Public 
Service Corporations in the City of New Yorlc, a pamphlet issued by the 
Public Service Commission; the addresses by Chairman Maltbie of the First 
District commission in The City Club Bulletin for January 20, 1909, and in 
The Annals of the American Academy of Political and Social Science, Vol. 
XXXVII, p. 170; and addresses of Chairman Stevens of the commission for 
the Second District in Discussion of Present Day Problems, a pamphlet 
issued by the Empire State Gas Association in October, 1907. The best 
source is, of course, the voluminous reports of the two commissions. Most 
statements in the text are based thereon. 

266 Walker's State Regulation of Public Service Corporations in the City 
of New York, pp. 39-41. 

267 Walker's State Regulation of Public Service Corporations in the City 
of New Yorlc, p. 45. 

268 Walker 's State Regulation of Public Service Corporations in the City 
of New Yorlc, pp. 22-24. 

269 Addresses of President Pierce of the International Railway Company 
and of President Humphreys of Stevens Institute of Technology, in Discus- 
sion of Present Day Problem^s, a pamphlet published by the Empire State 
Gas Association in 1907. 

270 Bancroft's Moderation in Control of Public Service Corporations in 
The Annals of the American Academy of Political and Social Science, Vol. 
XXXI, p. 701; Bergren's Restrictive Legislation against Public Service 
Corporations in New Jersey in The Annals of the American Academy of 
Political and Social Science, Vol. XXXI, pp. 659-670; Jones's American 
Municipal Services from the Standpoint of the Entrepreneur in The Annals 
of the American Academy of Political and Social Science, Vol. XXVIII, p. 
371; Whitridge's Official Valtrntions of Private Property in Publications of 
the American Economic Association, 1910, pp. 239-252; Cotton's An Argu- 
ment against an Official Valuation of Railroad Properties in Publications of 
the American Economic Association, 1910, pp. 252-258. 
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271 Adams's Municipal Gas and Electric Plants in Massachusetts in the 
Political Science Quarterly, Vol. XVIJ, pp. 247-255. 

272Brennan's Begulation and Control of Local Public Service Corpora- 
tions by State Boards in The City Hall for September, 1909. 

278 See The Municipality, January, 1910, addresses by the City Attorney 
of Manitowoc, the Mayor of Madison, and a member of the City Council of 
Milwaukee. 

274 Lapp's Public Utilities Control in The American Political Science 
Beview, Vol. I, pp. 626-638; Bullock's Control of Public Service Corpora- 
tions in Massachusetts in The Publications of the American Economic Asso- 
ciation, 1903, pp. 384r-414; Pollock's The Public Service Commissions of the 
State of New York in The Annals of the American Academy of Political 
and Social Science, Vol. XXXI, p. 649; Hatton's Public Service Commis- 
sions in The Proceedings of the American Political Science Association, 
1907, pp. 305-^315; Hudnall's The Public Service Commission Law of Wis- 
consin in The Proceedings of the American Political Science Association, 
1907, pp. 31^323. 

275 Statement to the writer by Mr. John McVicar of Des Moines. 

276 Statement to the writer by Mr. N. S. Ketchum of the Iowa State 
Board of Bailroad Commissioners. 

277 Code of Iowa, Supplement of 1907, Sec. 1641-b. 

278 Letter of A. H. Davison, Secretary of the Executive Council, Sep- 
tember 9, 1912. 

270 Aldrich vs. Paine, 106 Iowa 461, 467, (1898). 

2S0 Code of Iowa, Supplement of 1907, Sees. 720, 721; Laws of Iowa, 
1911, p. 25; Brown vs. Carl, 111 Iowa 608, 610, (1900). 

281 Code of Iowa, 1897, Sec. 767. 

282 Code of Iowa, 1897, Sec. 775; Supplement of 1907, Sec. 776. 

283 Code of Iowa, Supplement of 1907, Sec. 2033-c, d. 

284 Code of Iowa, 1897, Sec. 775; Supplement of 1907, Sec. 776. 

285 Code of Iowa, 1897, Sec. 2158. 

286 Chamberlain vs. Iowa Telephone Company, 119 Iowa 619, (1903). 

287 Code of Iowa, Supplement of 1907, Sec. 725. 

288 Code of Iowa, 1897, Sees. 767, 775, 834. 

289 Code of Iowa, 1897, Sec. 775. 
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2»o Code of Iowa, Supplement of 1907, Sec. 720. 

291 Law8 of Iowa, 1909, p. 36; 1911, p. 26. 

2»2 Code of Iowa, Supplement of 1907, Sec. 724. 

293 Constitution of Iowa, 1857, Art. XI, Sec. 3 ; Windsor V8, Des Moines, 
110 Iowa 175, (1900). 

294 Code of Iowa, Supplement of 1907, Sec. 894. 
296 Code of Iowa, Supplement of 1907, Sec. 742. 
29« Code of Iowa, Supplement of 1907, Sec. 741-b. 
207 Code of Iowa, Supplement of 1907, Sec. 741-c. 

298 Code of Iowa, Supplement of 1907, Title V, Ch. 14-a. 

299 Code of Iowa, Supplement of 1907, Sec. 747-a. 

800 Data obtained by questionnaire. The cities are : Des Moines, Du- 
buque, Davenport, Cedar Kapids, Waterloo, Clinton, Burlington, Ottumwa, 
Muscatine, Fort Dodge, Marshalltown, Boone, Centerville, Webster City, 
Cedar Falls, Shenandoah, and Fairfield. 

301 The Begister and Leader, July 5, 1912 ; letter to the writer from 
Mayor James B. Hanna, August 28, 1912. 

802 City of Des Moines vs. Des Moines City Railway Company, 214 United 
States 179, (1909). 

803 The Begister and Leader, February 28, 1910, and August 22, 1912. 

804 Des Moines Gas Company vs. City of Des Moines, Federal Reporter 
(1912), not yet published. 

805 Des Moines Water Company vs. City of Des Moines, 192 Federal Re- 
porter 193, (1911). 

306 Des Moines Water Company vs. City of Des Moines, 192 Federal Re- 
porter 193, 198, (1911). 

807 Chamberlain vs. Iowa Telephone Coippany, 119 Iowa 619, (1903). 

808 Compare Gray's The Gas Commission of Massachusetts in The Quar- 
terly Journal of Economics, Vol. XIV, pp. 509-536, 510. 

809 Des Moines Water Company vs. City of Des Moines, 192 Federal Re- 
porter 193, 194, (1911). 

8ioNeenah (Wisconsin) and Dubuque (Iowa). 

811 See Fourth Annual Beport of the Department of ,Finance and Munic- 
ipal Accounts, Table of Contents. 
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812 Computed by the writer from the Fourth Annual Report of the De- 
partment of Finance and Municipal Accounts, 1911, and subject, therefore, 
to the errors and omissions thereof. The item "annual operating^' ex- 
penses is especially untrustworthy. 

313 Code of Iowa, Supplement of 1907, Sec. 1056-a 10. 

314 House File, No. 147, and Senate File, No. 366, Thirty-third General 
Assembly, 1909. 

^^ti House File, No. 89, and Senate File, No. 42, Thirty-fourth General 
Assembly, 1911. 

siQ Journal of the House of Bepresentatives, 1911, p. 1543; Jotimal of 
the Senate, 1911, p. 1473. 

817 Journal of the Senate, 1909, p. 178. 

318 Journal of the House of Bepresentatives, 1909, pp. 199, 733, 745, 746, 
747, 825, 860, 909; 1911, pp. 407, 421, 473, 563, 797, 821; Journal of the 
Senate, 1909, pp. 178, 838, 1230; 1911, pp. 404, 433, 555. 

31 » Statements of Messrs. John McVicar and James B. Hanna, of Des 
Moines. 

320 Peterson 's Corrupt Practices Legislation in Iowa in this series. 

321 See Sikes 's The Belation of Chicago to Public Service Corporations in 
The Annals of the American Academy of Political and Social Science, Vol. 
XXXI, pp. 689-694. 

322Brennan^s Regulation and Control of Local Public Service Corpora- 
tions by State Boards in The City Hall, September, 1909, pp. 130-134, 133. 

323Wyman's Public Service Corporations, Chapter II. 

324 Compare Cleveland 's Municipal Ownership as a Form of Governmental 
Control in The Annals of the American Academy of Political and Social 
Science, Vol. XXVIII, pp. 359-370. 

325 Meyer's Central Utilities Commissions and Home Bule in The Amer- 
ican Political Science Beview, Vol. V, pp. 374-393, at 386, 387. 

326 Meyer's Central Utilities Commissions and Home Bule in The Amer- 
ican Political Science Beview, Vol. V, pp. 374, 388. 

327 Morgan 's The Indeterminate Permit as a Satisfactory Franchise in 
The Annals of the American Academy of Political and Social Science, Vol. 
XXXVII, pp. 142-159. 

828 Meyer's Central Utilities Commissions and Home Bule in The Amer- 
ican Political Science Beview, Vol. V, pp. 374, 388. 
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929 Code of Iowa, 1873, Sec. 1090; Code of Iowa, 1897, Sec. 1619. 

880 Howe's The City: The Hope of Democracy, Chs. VIII, IX; Bemis's 
Municipal Monopolies, Ch. IX; Bru^re's Public Utilities Begulation in New 
York in The Annals of the American Academy of Political and Social 
Science, Vol. XXXI, pp. 535-551. 

381 Code of Iowa, 1897, Sec. 726. 

832 Compare Friedman's A Word About Commissions in The Harvard 
Law Beview, Vol. XXV, pp. 704, 715; and Whitney's Official Valuation of 
Railroad Properties in The Publications of the American EcoTwmic Asso- 
ciation, 1910, pp. 259-262. 

888 Opinion of the Justices, 138 Massachusetts 601, 603, (1885); City of 
Aurora vs, Schoeberiein, 230 Illinois 496, 502, 504, (1907). 

884 Burf enning vs. Chicago, St. Paul, Minneapolis and Omaha Bailway 
Company, 163 United States 321, 323, (1896). 

88B United States vs, Ju Toy, 198 United States 253, 261, 263, (1905). 

836 Oceanic Steam Navigation Company vs. Stranahan, 214 United States 
320, 340-543, (1909). 

337 Code of Iowa, 1897, Sec. 2820; Wood vs. Farmer, 69 Iowa 533, 
(1886). 

838 Compare Friedman's A Word About Commissions in The Harvard 
Law Beview, Vol. XXV, pp. 704-716, at 710, 711. 

889 Railroad Commission Cases, 116 United States 307, 335, (1887); 
Chicago, Milwaukee and St. Paul Bailway Company vs. Minnesota, 134 
United States 418, 456, 457, (1890) ; Beagan vs. Farmers' Loan and Trust 
Company, 154 United States 362, 399, (1894) ; Prentis vs. Atlantic Coast 
Line Company, 211 United States 210, 226, (1908). 

840 Prentis vs. Atlantic Coast Line Company, 211 United States 210, 
228-230, (1908). 

841 Constitution of Iowa, 1857, Art. Ill, Sec. 1. 

842 Constitution of Iowa, 1857, Art. V, Sec. 4. 

848 Compare Gray's Public Service Commissions in The Proceedings of 
the American Political Science Association, Vol. IV, pp. 324-335, at 334. 

844 Walker's State Begulation of Public Service Corporations in the City 
of New York, p. 13. 

845 Law;* of Wisconsin, 1911, Ch. 593; Bevised Statutes of Wisconsin, 
Sec. 1753-21. 
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